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Preface, 

The  endeavor  of  the  following  pages  is  to  present 
the  financial  history  of  the  State  of  Maryland  from  17 89  to 
1848,  v/ith  an  introductory  outline  of  the  finances  during 
the  few  years  of  independent  statehood,  1775-1789.   This 
carries  the  subject  from  the  financial  reconstruction 
brought  about  by  the  Revolution  through  the  rather  unevent- 
ful years  of  the  first  half  century,  through  the  exciting 
era  of  the  great  internal  improvement  enterprises,  upon 
v/hich  the  state  staked  its  credit  and  almost  lost,  and,  fi- 
nally, through  the  second  financial  reorganization  of  the 
years  1841  to  1848,  v/hen,in  order  that  the  state  might  not 
become  a  defaulter,  it  becariie  necessary  to  enact  a  code  of 
taxation  that  v/as  pz-actically  new.   This  ends  one  and  ush- 
ers in  another  financial  period;  and  these,  without  much 
violation  to  the  logic  of  continuity^ may  be  separated  for 
purposes  of  treatment.   The  study  of  the  earlier  period,  as 
here  attempted,  is  largely  one  of  origins  and  of  historical 
concern;  but  it  is  believed  to  be  not  altogether  devoid  of 
interest  to  the  student  of  finance. 

The  sources  of  inforniation  have  been  mainly  docu- 
mentary:  The  Laws  of  Maryland,  the  Proceedings  of  the  Sen- 
ate and  of  the  House  of  Delegates;  the  various  reports. 


etc,    annually   collected  after  1825,    under   the    title   of 
"The  Public   Docuirients" ,    and   the   contemporary  nev/spaper 
files.      Other  sources   availed   of  have   been  duly  mentioned 
in   the   foot-notes.      Eor  personal   assistance   acknov/ledgment 
must  be  made   to  Professor  J.   H,   Hollander  and  Dr.   G,   E, 
Barnett. 
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CHAPTER  I.   OUTLINE  OE  THE  FINANCES  LURING  THE  REVOLUTION. 

The  War  of  the  Revolution  rrarks  a  comi-lete  break  in 
the  financial  as  well  as  in  the  political  history  of  Main- 
land..  The  fiscal  methods  of  the  colony  were  not  suited  to 
the  democratic  state.   The  new  governrrient  continued  unchang- 
ed many  features  of  the  forrrier  proprietary  governirient,  but 
of  the  old  financial  machinery  there  were  few  features  that 
could  be  thus  accepted.   Therefore  in  frarriing  financial 
measures  the  ^ovemrrient  of  Maryland  had  to  conceive  an  al- 
iaost  new  structure.   Tne  measures  adopted  reflect  the  haste 
and  uncertainty  of  the  period,  and  for  the  most  part  passed 
away  v/ith  that  period.   But  not  entirely  so.   There  is  a 
definite  line  of  continuity  in  the  financial  history  of  tne 
state  after  1775,  and  this  is,  therefore,  the  proper  point 
of  beginning. 

I. 

The  first  Provincial  Convention,  meeting  in  June, 
1774,  although  of  regularly  elected  delegates  of  the  people 
v/as  intended  simply  as  a  means  of  protest  against  the  al- 
leged wrongs  of  the  mother  country.   This  extra-legal  body, 
however,  was  continued  in  existence,  and  gradually  assumed, 
and  by  its  nature  was  forced  to  assuiTie,  broad  powers  of  ad- 


tr.inist ration  and  legislation.   But  it  v/as  not  i>mtil  the 
iriiddle  of  1776  that  the  old  proprietary  governrrient  was  for- 
mally abolished  by  the  departure  of  Governor  Eden,  and  the 
idea'Qf  independence  definitely  accepted.   In  tiiese  inter- 
vening two  years  there  really  existed  two  governr^ents  with- 
in the  state.   But  the  authority  of  the  proprietary  govern- 
rnent  in  all  matters  of  administrative  routine  v/as  fully  ac- 
knowledged, even  by  the  Convention  itself,  which  not  only 
recognized  the  officers  of  that  governrrient,  but  even  -went 

so  far  as  to  offer  to  assist  them  in  the  collection  of  the 

(1) 
regular  taxes. 

The  Convention,  hov/ever,  although  thus  modest  in  its 

claims  to  power,  began  at  an  early  date  to  rriake  preiJaratiOB 

for  the  forcible  defense  of  its  demands.   Tnereupon  the 

Convention  was  indnediately  confronted  v/ith  the  financial 

problem.   The  attempt  to  raise  money  by  voluntary  contribu- 

(2) 
tions   met  with  little  success,  although  non-contributors 

were  penalused  by  ostracism  and  in  some  cases  by  rrialtreat- 
ment.   In  this  tjxtremity  it  was  but  natural  that  the  issue 
of  paper  money  should  be  resorted  to  as  a  tentative  meas- 
ure.  To  levy  taxes  would  be  an  undue  stretching  of  the 
Convention's  authority,  and, moreover,  would  bring  it  into 

(1)  Silver.  The  ProviSt»h«]  "government  of  Md«,p.32.   Proc. 
of  the  Convention  of  the  Px-ovince^of^Md.,  p.ll5« 

(2)  Maryland  Archives;  Journal  CUuin«il- oi^-5afety,p,15,and 
Proceedings  Convention  of  the  Province  of  Md. ,  p.!-"^. 


direct  conflict  with  the  proprietary  goverrunent.   The  same 
objections  would  apply  to  the  floating  of  a  loan, if,  indeed, 
.  such  a  possibility  suggested  itself.   Bills  of  credit,  how- 
ever, had  then  as  now  a  peculiarly  insiduous  power  of  worm- 
ing themselves  into  circulation,  and  their  issue  was  sup- 
ported by  the  precedents  set  by  the  Proprietary  Government 
and  by  the  Continental  Congress  in  the  spring  of  1775,  This 
paper  money  policy  was  formally  begiin  in  August  of  that 

year,  when  the  Convention  authorized  an  issue  of  bills  of 

(1) 
credit  to  the  amount  of  $266,666.66  2/3.   Redemption  v/as 

soleiroiiy  promised  in  the  naine  of  the  people  of  the  state. 
But  this  was  a  mere  beginning.   To  equip  and  support  an 
army  and  navy  was  costly,  and  hardly  had  the  presses  struck 
off  this  issue  when  another  batch  of  $535,111  l/9  v/as  or- 
dered, out  of  which,  hov/ever,  the  f orrrier  issue  was  to  be 

(2) 
redeemed.   The  war  was  now  well  on,  its  seriousness  and 

likely  permanence  understood.   Witiiin  a  twelvemonth  the 

(3) 
Convention  duplicated  its  last  issue  of  paper  notes,   de- 
clared Maryland  a  free  and  independent  state,  and  made  pro- 
vision for  a  foririal  constitution  and  a  regular  machinery  of 
government. 

(1)  Maryland  Archives,  Journal  of  Convention,  pp.  24,25 

(2)  Jan.  1776.  Proceedings  of  the  Convention  ,  p. 87. 

(3)  Idem.  p.  366. 


The  first  general  assenibly,  meeting  in  February, 
\in ^    foiind  large  and  growing  military  expenditures,  an  ap- 
preciable floating  debt  incurred  by  the  later  Conventions, 
no  regular  sources  of  revenue,  and  a  circulating  medium 
saturated  with  a  million  odd  dollars  v/ox*th  of  state  bills 
of  credit  and  v/ith  a  far  greater  arriount  of  continental  pa- 
per.  In  the  forniing  of  a  financial  policy  the  Assembly,  as 
has  been  noticed,  had  to  begin  practically  afresh.   The 
levenue  of  the  Proprietary  Governrrient  had  been  derived 
mainly  from  port  duties,  poll-taxes  and  the  system  of  quit- 
rents.   Poll-taxes  and  quit-rents  were  out  of  harmony  with 
the  new  democratic  principles,  and  port  duties  could  be  of 
little  importance  so  long  as  the  enerrc  should  hold  the  con- 
trol of  the  seas.   Thus,  a  few  license  charges  -  those  upon 
marriages,  keepers  of  ordinances  and  peddlers-  together 
v/ith  a  few  fees  and  such  fines  and  forfeitures  as  accrued 
as  an  incident  to  a  judicial  system,  v/ere  the  only  revenue 

sources  which  could  be  accepted  by  the  new  govemrrent  as 

(1) 
legacies  from  the  old.   These  sources   were  continued,  in 

some   cases  without  formal   re-enactment,    but  otherwise   there 

was   during   the   v/nole  period  of  the  v/ar  little   inclination 

(1)   Maryland  Laws,  (June)  1780,  ch.  VIII, 


shown  to  derive  revenue  from  indirect  methods  of  taxation. 

(1) 
A  shortlived  tax  upon  billiard- tables  v/as  the  only  new  li- 
cense charge  iir.posed.   A  tax  of  1  X  upon  sales  at  auction 

(2)  (3) 

was  levied  in  1780j  but  v/as  repealed  within  a  year;   and 

duties  upon  imports  and  exports^  although  nunrierous  and  heavy, 
were  of  little  effect  ov/ing  to  the  stagnation  of  foreign 
trade. 

The  financial  expedients  upon  which  the  Govern/nent 
of  Maryland  placed  its  chief  reliance  during  the  years  of 
the  war  were:  1,  The  general  property  tax;  2.  The  issue  of 
certificates  of  debt;   3.  The  Confiscation  of  British  prop- 
erty.  These  will  be  briefly  considered. 

1.   General  Property  Tax   The  financial  measure  most 
favored  and  first  adopted  by  the  Asseirtbly  v/as  the  levy  of 
a  tax  upon  real  and  personal  property.   Such  a  tax  was  un- 
familiar to  the  people;  it  had  been  resorted  to  only  once 

(4) 
during  the  whole  history  of  the  Proprietary  Government. 

But  the  apparent  justice  of  the  property  tax  so  strongly 
corruTiended  it  in  the  reaction  against  indix-ect  and  personal 

(1)  Md.  Laws,  1780,  ch.  VIII. 

(2)  Idem,  1780,  (October  session)  ch.  60. 

(3)  Idem.  1781  (May  session)  ch.  8, 

(4)  During  French  and  Indian  wars.   The  tax  then  was  only 
upon  land,  and  was  really  not  a  property  tax. 


taxation  that  the  principle  that  each  citizen  should  con- 
tribute to  the  public  treasury  in  proportion  to  his  proper- 
ty worth  was  made  a  f undainental  article  of  Maryland's  Dec- 
laration of  Rights.   In  the  excitement  of  war,  however,  it 
.  was  no  easy  natter  to  put  such  a  tax  into  operation.   In 
the  first  place, lack  of  experience  v;ould  render  the  framing 
of  an  efficient  law  extremely  difficult;  and,  secondly,  be- 
cause the  assessinent  and  collection  of  such  a  tax  required 
an  elaborate  machinery,  wnich  would  have  to  be  constructed 
anew.   As  a  result  the  new  tax  laws  developed  irany  weak- 
nesses from  the  first.   The  assessments  were  badly  made, 
and  with  great  inequity   between  persons  and  places. 
Nevertheless  the  general  property  tax  v/as  continued  until 
after  the  close  of  the  war,  and  formed,  v;hile  it  lasted, 
the  most  important,  and  only  dependable,  source  of  revenue. 
So  far  as  the  state  finances  are  concerned  this  early 
use  of  the  property  tax  is  complete  in  itself.   It  was  dis- 
carded in  1786,  and  when  again  restored  nearly  fifty  years 
later  it  was  of  a  radically  different  character.   But  the 
methods  of  assessment  and  collection  developed  in  the  ear- 
lier acts  are  interesting  for  purposes  of  comparison  with 
the  later  acts;  and  they  are  important,  moreover,  as  em- 
bodying the  basic  features  of  the  assessment  system  used  by 


the  local  governments  in  this  intervening  half-century. 

From  1777  to  1786  cj,n  assessment  act  was  an  annual, 
sometimes  a  semi-annual,  occurrence.   Not  in  all  cases,  hov/- 
ever,  v^ascx^new  genex'al  assessment  provided.   In  some  years 
the  jjJ^evious  assessiiient  vi^as  retained  with  only  such  changes 
as  were  necessitated  by  the  addition  of  new  property  or  the 
abatement  of  old.   Each  of  these  acts  was,  in  a  sense,  an 
improvement  upon  the  previous  one,  but  the  essential  fea- 
tures of  the  several  acts  are  very  siinilar.   This  is  espe- 
cially true  as  i-egards  the  machinery  of  assessment.   In 
each  case  a  board,  knovm  as  the  Corrimissioners  of  the  Tax, 
was  appointed  for  each  county,  with  general  supervisory 
pov/er  over  the  enforcement  of  the  tax  law  v/ithin  its  juris- 
diction.  This  b(iard  appointed  assessors  of  property  for 
the  county,  sometimes  according  to  hundreds,  sometimes  ac- 
cording to  specially  constructed  assessment  districts.   The 
assessors  reported  to  the  board  of  corranis  si  oners,  who  then 
acted  as  a  coux't  of  appeals,  listening  to  complaints  and 
increasing  or  decreasing  the  assessors'  valuations  at  its 
discretion.    The  act  of  1788  transferred  the  final  author- 
ity of  review  to  a  special  court  of  appeal  for  each  county 
and  for  Baltituore  town,  but  a  few  years  later,  these  spec- 
cial  courts  were  abolished  and  the  appelate  jurisdiction  in 


matters  of  the  tax  re-invested  in  the  county  coirimisaioners. 

For  the  collection  of  the  tax  the  boa.rd  was  authorized  to 

appoint  some  suitable  person,- the  sheriff  of  the  county 

being  usually  the  first  choice  -  who  was  directed*  to  ap- 

(1) 
..oint  deputy  collectors  for  each  hundred  or  district.   The 

distinctive  feature  of  this  wnole  system  of  adiriinistration 

v/as  its  centralization.   The  CoiTiinissi oners  of  the  Tax  were 

appointed  by  and  i'esponsible  to  the  state  governirient,  and 

the  subordinate  officers  of  assessment  v/ere  of  similar 

character. 

The  endeavor  to  render  the  tax  upon  real  property 

equitable  as  between  localities  was  responsible  for  most 

of  the  changes  in  the  successive  acts.   The  first  act,  tiiat 

of  1777,  allowed  the  assessor  to  accept  the  sworn  statement 

of  the  owner  as  the  true  valuation  of  his  property,  merely 

providing  penalties  for  evasion  or  false  statement.   This 

system  led  to  marked  irregularities.   Thereupon  valuation 

3 
by  personal  oath  was  discontinued.   and  to  guide  the  as- 
sessors in  estimating  the  value  of  land  the  law  provided 

that  no  land  should  be  valued  at  less  than  seven  shillings 

Of 
six  pence,  nor  for  more  than  four  pounds.    The  v/ide  dis- 

(1)   At  times  great  difficulty  v/as  experienced  in  getting 
any  one  person  to  assume  the  labor  of  collecting  the  taxes 
of  the  v/hole  county,  and  in  such  cases  the  coiiiuiissi oners 
were  allowed  to  appoint  more  than  one  collector,   Md.Laws, 
1780  (june)ch.l3,  (2)  Md.  Laws,  1777,  ch.  21, 
(3)   Idem,  cf,  1781,  ch.4. 


cretion  still  given  the  assessor  caused  this  crude  measure 

to  have  little  effect.   Not  i>intil  the  last  act  of  the  series 

(1) 
that  of  1785,   was  any  comprehensive  plan  for  equalization 

devised.   By  this  new  plan  an  average  value  for  the  land 
of  each  county  was  fixed  by  lavr;  the  average  varying  from 
53  shillings  6  pence  per  acre  for  Kent  county  and  15  shil- 
lings 9  pence  per  acre  for  Caroline.   This  average  value 
per  acre  was  then  multiplied  by  the  nuinber  of  acres  in  or- 
der to  give  the  taxable  basis  of  the  county.   The  actual 
levy  of  the  tax  was  made  as  before  upon  real  and  personal 
property  according  to  the  selling  value  thereof.   Such  a 
scheme  as  this  was  complex  and  difficult  to  apply,  and  the 
fixing  of  average  land  values  was  necessarily  arbitrary. 
Nevertheless  the  act  was  calculated  to  accomplish  its  pur- 
poses, which  were,  first,  the  rough  equalization  of  the 
burden  of  the  tax  among  the  counties,  and,  second,  the  pre- 
vention of  the  steady  decline  in  the  valuation  of  property 
within  the  state  as  returned  by  the  assessors. 

The  assessment  of  personal  property  v^as  for  the  most 
part  left  to  the  discretion  of  individual  opinion.   The 
owner  returned  an  account  thereof,  under  penalty,  and  the 
assessor  valued  it  at  what  he  thought  it  to  be  v/orth.   In 
(1)   Md.  Laws,  1785,  ch.  53. 


a  few  cases,  however,  rules  were  laid  down  for  the  guidance 
of  the  assessor.   Thus  the  values  at  which  slaves  were  to 
be  everyvmere  assessed  j/ere  detailed  in  a  table,  the  amounts 
varying  according  to  age,  sex,  etc.   Similarly,  silver 
plate  7/as  assigned  a  fixed  taxable  value  of  8  shillings, 
4  i^ence,  per  ounce;  and,  for  a  time,  bar  and  pig  iron  v/ere 
given  specific  values  per  ton.   Intangible  wealth  was  as 
yet  of  no  great  importance,  consisting  principally  of  va- 
rious sorts  of  debts  and  of  interests  in  land.   The  general 
rule  was  tiiat  debtors  saould  be  allowed  to  deduct  from  the 

interest  due  their  creditors  the  arriount  of  the  tax  on  the 

(1) 
principal  of  the  debt.   Tenants  paying  taxes,  could  deduct 

(2) 
the  aiTiOunt  of  the  taxes  from  their  j?enl.  Ground  rents  in 

towns  were  assessed  to  the  lessor,  the  value  thereof  being 

(3) 
detenriined  by  capitalizing  the  cent   at  8  Xi    and  in  the 

same  way  the  value  of  rented  houses  in  towns  was  ascertain- 

(4) 
ed  by  capitalizing  the  rents  at  16  ^.   In  the  early  acts 

the   attempt  v/as  inade,    but  with  little  success  apparently, 

to  complete  the  property  tax  by  an  income  tax  upon  annu- 

(5) 
itants,sfc«d  persons  holding  public  offices  and  profits.  And 

(1)  Md.  Laws,  1777,  ch.  22;  1781,  ch.   4. 

(2)  Md.  Laws,  1781,  ch,  4,  section  27. 

(3)  Md.  Laws,  1785,  ch.  53,  Sec.  328. 

(4)  By  1782,  this  v/as  12X.        (5)   Md.  Laws,  (^Ich)  1778 

ch.  7,  nee. 4,    Oct,  1778, 
ch.  7 


in  all  the  acts  single  males  of  a  certain  age  were  required 

to  pay  a  fixed  tax  of  15  shillings,  v/hen  they  did  not  pay 

(1) 
taxes  upon  a  miniirium  amount  of  property. 

Exemption  from  taxation  was  extended  to  the  proper- 
ty of  the  United  States,  the  State  of  Maryland,  and  parish 
schools,  all  provisions  (except  livestock  )  necessary  for 

consumption  for  the  year,  tools  of  mechanics  and  manufac- 

(2) 
turers  actually  employed,  ready  money,  and  v^earing  apparel. 

Also  any  person  not  i.ossessing  property  valued  at  more  than 

10  pounds  was  deemed  a  pauper,  and  therefore  not  a  subject 

(3) 
for  taxation. 

The  rate  of  the  first  tax  levy  in  1777  was  10  shil- 
lings per  100  pounds  of  property;  by  1780  it  had  risen  to 
25  pounds,  after  which  it  declined  until  in  1785  it  was  "J 

sjsJ^lmQ-S  fc  pence.  •   These  figures  are  not  significant.  The 

character 
apparently  confiscatory   of  a  rate  of  2b%   is  explained  by 

the  fact  that  the  tax  v/as  payable  in  a  greatly  depreciated 

currency,  whereas  the  assessment  v/as  upon  a  specie  basis. 

Estimating   the  greatest  depreciation  to  have  been  in  the 

x'atio  of  40  paper  to  1  specie  dollar,  the  tax  of  25  pounds 

would  have  been  but  slightly  over  3/5  or  1  X  in  specie. 

(1)  Cf.  Md.  Laws,  17S1,  ch.  4,sec.85-86,  and  1785,  ch.  83- 

(2)  Idem. 1781,  ch,4,sec.2.    (3)  Idem. 1781,  ch.4,  sec.67,68. 


•^n.)  ^  <-\ 


The  difficulty   of  the  treasury  at  the  time  was  compli- 
cated by  the  fact  that  the  c<.nnual  assessments  of  property 
steadily  declined.   In  1780  the  total  property  value  return^ 

ed  for  taxation  v/as  $15,889,079;  by  1782  this  had  been  re- 

(1) 
Quced  to  $11,747,493;    and  in  1786  it  v/as  only  about 

(2) 
$10,000  000. 

(2)   Bills  of  Credit  and  Certificates  of  Debt.   The  great 

aepreeiation  in  the  bills  of  credit  put  forth  by  the  state 

conventions  and  by  the  continental  congress  shov/ed  the 

weakness  of  such  issues  secured  simply  upon  a  pledge  of 

faith.   The  attempt  to  maintain  such  bills  at  par  bv  de- 

[6] 
daring  them  a  legal  tender   proved  futile  from  the  begin- 

(4) 
ning  ana  in  1780  this  provision  was  repealed.   With  this 

experience  before  their  eyes,  and  at  the  solicitation  of 

Congress,  the  General  AsseiTibly  for  some  three  years  refused 

to  countenance  any  fux'ther  paper  money  proposals.   An  enpty 

treasury,  however,  in  time  forced  the  abandonimmt  of  this 

attitude.   But  in  again  sanctioning  the  emission  of  paper 

bills  the  asseiiioly  endeavored  to  provide  against  the  evila 

of  the  earlier  issues;  the  iuost  important  departure  from 

(1)  Proceedings  of  House  of  Delegi^tes,  1782,  (Nov.)  p.  12. 

(2)  Idem.,  1785  (Nov.)  p.  85. 

(3)  Maryland  Laws, 1777  (October)  ch.  9, 

(4)  "       -   1780 (June)  ch,  28, 


the  earlier  practice  being  the  establishment  of  rederaption 
funds  of  unaoubted  adequacy.   These  funds  v/ere  obtained 
either  by  setting  aside  definite  amounts  of  British  confis- 
cated property  or  by  the  levy  of  special  taxes.   Tne  bills 

were  made  receivable  for  treasury  paynients,  and  as  a  rule 

(1) 
bills  once  received  by  the  state  were  penrianently  retired. 

The  total  value  of  the  new  bills  emitted  v/as  relatively 

sniall,  and  of  the  three  issues  autiiorized  only  tv/o  were  at 

the  state's  own  initiative.   These  were:  by  act  of  June, 

(2) 
1780,^  30,000,  knovm  as  "Black  Money",  and  by  act  Hay, 

(3) 
1781,"^  200  000,  known  as  "Red  Money",   The  other  issue  v/as 

merely  in  fulfilirient  of  an  act  of  Congress,  by  wnich  it  vras 

arranged  to  retire  the  greatly  depreciated  continental  pa- 

(4) 
per,    Undex*  this  arrangement  each  state  was  directed  to 

provide  for  the  retirement  of  its  assigned  quota  of  the  old 
emission,  and  in  substitution  a^  new  issue  limited  to  one- 
twentieth  of  the  face  value  of  the  old  was  authorized.   Of 
the  new  bills  the  state  was  to  receive  six-tenths  for  its 
own  use.   The  quota  assigned  Maryland  for  retirement  was 
;i;20  540  OOO.   This  would  allow  the  issue  of  about  $1,000, 
000  worth  of  new  tenor  bills,  but  up  to  April,  1782,  only 

(1)  Md.  Laws,  1781,  ch,  36. 

(2)  Idem.,  1780  (J^ne),  ch,  24, 

(3)  Idem.,  1781  (May)  ch.  23. 

(4)  Idem.  1780  (June)  ch.  8. 


^  98,070.   .  •   of  this  ajTiOunt  had  been  put  forth.   These 

bills,  known  as  "Continental  state  money"  were  secured  upon 

by  the  state.   The:/  differed 
a  redemption  fund  provided^ from  the  regular  state  issue  in 

that  they  bore  interest. 

Not  only  did  the  new  state  bills  depreciate  but  the 
Assembly  anticipated  such  depreciation  andprovided  that  at 
intervals  the  coinmissioners  of  the  tax  should  publish  the 
rates  at  v/hich  the  bills  would  be  received  in  payment  of 
taxes.   This  led  to  much  confusion,  the  commissioners  in 
one  county  fixing  the  rate  as  low  as  2  to  1,  and  those  of 
another  county  at  b  to  1,   Finally  the  Assembly  itself  en- 
acted the  depreciation  rates  at  which  bills  should  be  re- 

(2) 
ceived.   By  October,  1780,  the  old  Convention  money,  as 

well  as  the  early  Continental  issues,  had  so  fallen  in 

value  that  the  state  fixed  a  date  after  which  they  should 

not  pass  current.   In  the  meantime,  however,  they  could  be 

exchanged  for  bills  of  the  nev/  issue  at  the  ratio  of  40 

(3) 
to  1. 

The  comparatively  little  use  made  of  bills  of  credit 
by  the  state  v;as  due  primarily  to  the  fact  that  "certif- 
icates  of  debt"  vi/ere  found  to  be  a  more  feasible  it.eans  of 

(1)  Md,  Laws,  1782,  ch,  50. 

(2)  Md,  Laws,  1780  (October  session)  ch.  48;  1781  (f^ay 
session)  ch,  24. 

(6)     Oct.  1780,  ch,  5. 


coining  tne  public  credit.   These  certificates,  although 
issued  in  a  variety  of  fonus,  were  sii(.T:)ly  interest  bearing 
treasui'y  notes.    The  several  emissions  differed  v/idely  in 
details,  but  the  essential  features  were:  annual  interest 
at  SX,  pa^Tiient  at  sijeeified  dates  or  at  the  close  of  the 
wax*,  redemption  secured  by  soine  particular  fund,  and  re- 
ceivability  for  taxes  and  certain  other  forrris  of  public 
dues.   Except  that  they  bore  interest  they  differed  but 
little  from  the  later  issues  of  State  bills,  and  v,ere  quite 
analagous  to  the  "Continental  State  mone^/".   Originally, 


however,  they  v/ere  not  intended  as  a  currency,  and  the  ear- 
lier  issues  v/ere  of  no  lower  denomination  than   20,    But 


later  the  denominations  were  reduced,  and,  as  the  state  was 
lax  in  paying  the  promised  interest,  certificates  of  debt 
became  identified  apparently  with  bills  of  credit  in  ordi- 
nary transactions.   These  certificates  v/ere  issued  in  pro- 
fusion and  for  al  ost  every   kind  of  treasury  payuient,  being 
indeed  the  usual  means  of  meeting  a  treasury  deficit.   Kach 
issue  required  legislative  sanction  and  the  purpose  v/as 
specified,  but  so  long  as  this  purpose  .vas  respected  no 


(1)  Cf,  Md,  Laws,  1778  {March  session)  ch,  14;  1781  (Hay 
session)  ch,  7;  1782  (November  session)  ch,  25;  1779  (Nov. 
session)  ch,  58;  1781  (May  session)  ch,  5. 

(2)  Md.  Laws,  1778  (March  session)  ch,  14. 


limit  was  placed   upon  the  airjount   the   ti-easurer  might  issue 

Sometimes  these  certificates  were  for  direct  advances  of 
(1) 

specie  orsuijplies,   in  v.hich  case  they  were  simjjly  short- 
time  bonds.   But  the  major  portion  emitted  was  forced  upon 
various  state  creditors  in  lieu  of  actual  money, 

(3)   Confiscated  British  Property.    After  long  meditation 
the  Assembly  in  the  fa,ll  of  17S0  detenrdned  upon  the  con- 
fiscation, v;ith  some  exceptions,  of  t=-ll  property  within  the 

(2) 
state  belonging  to  British  subjects.    The  value  of  the 

property  seized  under  this  act  is  difficult  of  computation, 

but   500  000  specie  value  would  probably  be  a  conservative 

(3) 
estiiTiate.    Unfortunately  for  the  Treasury,  however,  most 

of  this  property  v/as  in  the  form  of  land  and  in  the  depres- 
sion 01  war  times  not  readily  convertible  into  money.   All 
of  it  was  offered  for  sale,  but  investment  seekers  with 
ready  money  v/ere  not  plentiful,  find  only  a  fraction  was 
sold  outright.   The  far  larger  portion  v/as  disposed  of  on 
credit,  the  purchaser  being  required  usually  to  give  a  v/ell 
secured  bond  for  the  payirient  of  annual  interest  on  his  debt 
and  of  the  principal  v/ithin  a  specified  tenri  of  years,   Fi- 
ll)  Of,  Md,  Laws,  1780  (October  session)  ch,  51;  1780 
(June  session)  ch,  2, 

(2)  Bond.  State  Government  in  Maryland,  p.  71.   Proceed- 
ings House  and  Senate.  Apr.  &  May,  1780, 

(3)  Proceedings, House.  1781,  p. 36;  1782  (Nov.)  p,75;  1783 
(Nov.)  p,39;  1785.   Report  of  Conrardttee  on  Proceedings  of 
Commissioners  of  Confiscated  property. 


nal  settlement  v^as  consequently  not  effected,  in  most  cases 

(1) 
until  long  after  the  war  had  ceased.    Thus  the  confisca- 
tion of  British  property  v/as  of  small  direct  benefit  to  the 
state  at  the  time  of  greatest  need,  but  indirectly  it  serv- 
ed a  jiood  purpose  as  a  convenient  fund  for  the  security  of 
bills  of  credit  and  of  certificates  of  ciebt. 

These  three  measures  -  the  general  property  tax,  the 
issue  of  bills  and  certificates  and  the  confiscation  of 
British  property  -  embody  pi*actically  the  whole  of  the  rev- 
enue legislation  of  Maryland  during  the  Revolution.  A  sol- 
itary effort  to  borrow  money  abroad  met  with  little  success. 
The  special  commissioner  of  the  state,  Matthew  Ridley^ v/as 

successful  indeed  in  negotiating  a  loan  of   40  500  with 

(2) 
the  Messieurs  van  Stophorsts  of  Holland  in  1782;   but  the 

Legislature,  believing  the  terrr»s  disadvantageous,  annulled 

the  contract  and  directed  the  corrimissioner  to  refund  the 

money  already  obtained  by  him.   The  final  settlement  of  the 

matter,  however,  v^as  not  effected  for  many  years. 

It  is  not  necessary  to  enter  into  the  details  of  the 

expenditures  during  this  period.   Excluding  the  adrrdnistra- 

tive  expenses  of  the  governnrient  they  were  almost  entirely 


(1)  Proceedings  of  House  of  Delegates,   1795,  p. 7. 

(2)  Proceeaings  of  House  of  Delegates,  1792, 


for  riiilitary  pui-poses,  ceased  at  the  close  of  the  v^r  and 
left  no  pemfjanent  impress  on  the  character  of  the  appropri- 
ations.  Besides  the  cost  of  supporting  its  own  military 
force  Maryland  was  called  upon,  of  course,  to  bear  its 
portion  of  the  expenditures  of  the  Continental  Congress, 
The  requisitions  made  for  this  purpose  upon  the  state,  how- 
ever, were  paid  with  little  promptness.   At  the  final  cast- 
ing up  of  accounts  betv/een  the  several  states  on  the  one 
hand  and  Congress  on  the  other,  Maryland  was  found  to  be 
among  the  six  "debtor"  states  -  i,e.,  among  those  which  had 
paid  less  than  their  proportionate  share  of  the  general  ex- 
penses of  the  Central  government.   Congress  refunded  the 
differences  due  to  the  creditor  states,  but  Maryland,  along 
with  the  other  debtor  states,  never  paid  the  balance  which 
it  owed. 


The  close  of  the  Revolution  found  the  state  treasury 
(1) 
depleted,    and,  what  proved  equally  as  serious,  thoroughly 

disorganized.   This  disorganization  v/as  due  in  part  to  the 
difficulty  inherent  in  the  attempt  to  do  business  with  sev- 
eral fomis  of  circulating  mediuni,  and  in  part  to  the  insuf- 
ficient treasury  staff.   It  was  no  mean  task  to  keep  books 
(1)   Proceedings  of  House  of  Delegates,  1782  (April)  p. 5, 


balanced  or  to  render  thera  intelligible  when  the  accounts 
entei'ed  v/ere  sometimes  in  specie,  more  often  in  certifi- 
cates of  debt  and  bills  of  credit,  and  not  infrequently  in 
actual  comniOdities  -  tobacco,  v/heat,  pork,  etc.   To  keep 
track  of  the  continual  variations  in  the  rates  of  depreci- 
ation, of  which  each  bill  and  certificate  had  its  own,  was 
a  labor  in  itself.   As  it  was,  the  Legislature  in  its  ef- 
forts tOYifard  economy,  had  undervalued  the  need  of  an  effi- 
cient clerical  staff,  and  the  small  force  of  officials  pro- 
vided were  unable  to  cope  with  the  cuniulating  work  thrust 
upon  it.   Moreover,  the  sheriff,  county  clerks  and  others 
entrusted  v/ith  the  collection  of  the  public  revenues  had 
become  excessively  lax  in  iiiaking  returns  to  the  Treasury, 
Heavy  penalties  were  enacted  against  such  negligent  offi- 
cials but  the  laws  were  seldom  enforced.   Under  the  plea  of 
industrial  distress  hundreds  of  appeals  were  made  to  the 
Legislature  for  release  from  debts  or  for  the  benefit  of 

insolvency  acts.   Indulgence  was  readily  granted,  to  the 

(1) 
confusion  of  the  finances,  and,  when  applied  so  indiscrim- 
inately us  it  was,   to  the  encouragement  of  inefficiency 
and  fraud.   The  existing  distress  of  industry,  hov/ever, 

(1)  Proc,  House  of  Delegates,  1783,  p,47;  Md.  Laws,  1786, 
ch.  21,  Ch,  51;  1787  (Nov.)  ch,  29, 


must  not  be  underestimated.   The  v/ar  had  drained  the  re- 
sources of  the  people  to  the  utmost,  and  time  was  required 
to  restore  coiraiierce  to  a  normal  condition.   Recuperation, 
moreover,  was  seriously  hciiiipered  by  the  confusion  in  the 
circulating  inediuiri.   People  could  not  raise-  money  to  pay 
theii-  aebts.   The  property  tax  had  become  so  difficult  of 
collection  tnat  the  annual  produce  v;as  less  than  its  annual 
arrears,   and  in  1785  it  was  discontinued.   As  a  partial 
offset  there  was  a  rapid  increase  in  the  receipts  from  port 

duties  following  upon  the  close  of  the  war.   These  jujnped 

/  (1) 

from  almost  nothing  in  1782  to  *^  53  093  in  1786,    But, 

notwithstanding  the  addition  of  this  important  item,  the 
revenues  of  the  treasury  were  insufficient  to  meet  the  or- 
dinary governmental  expenditures  plus  the  interest  on  the 
state  debt. 

In  the  presence  of  this  confusion,  the  Legislature 
seemed  helpless.   No  new  taxes  v/ere  imposed.   The  treasury 
drifted  along  without  definite  policies,  paying  ready  money 
when  it  could,  and  when  it  could  not  issuing  more  certif- 
icates.  The  state  debt  was  the  matter  of  most  immediate 
concern,  and  for  its  paynrient  the  Legislature  did  ntake  half- 

(1)   Proceedings  of  the  House  of  Delegates,  1786  (Nov,) 
p.  39. 


hearted  provision.   This  debt,  as  has  been  noted,  consisted 
of  bills  of  credit,  certificates  of  debt  and,  less  import- 
ant, the  unsettled  Van  Stophorst  loan.   Bills  of  credit  had 

been  reduced  by  the  steady  process  of  receipt  and  cancella- 

(2) 
tion  by  the  Treasury  to  the  surii  of  vlR6,275,      and  the 

redemption  of  this  small  amount  gave  no  cause  for  worry. 
Certificates  of  debt,  however,  had  increased  rapidly  and 
v/ere  still  being  issued.   In  the  absence  of  funds  wherev/ith 
to  redeem  this  indebtedness  the  obvious  course  vms  to  re- 
duce the  ill-assorted  mas   of  debt  to  some  foiin  of  harmony. 
This  the  Legislature  attempted  in  an  act  whose  title  ex- 
plains its  purpose:  "An  act  to  establish  funds  to  secure 

the  payirient  of  the  state  debt  within  six  years,  and  for  the 

(1) 
punctual  payuient  of  the  anniial  interest  thereon".   By  this 

act  the  old  system  of  pledging  a  separate  security  for  each 
foxTii  of  obligation  v/as  done  away  v/ith,  as  far  as  v;as  con- 
sistent with  earlier  promises,  and  a  general  fund  was  es- 
tablished by  throwing  into  one  all  the  proceeds  from  the 
sale  of  confiscated  British  property,  debts  due  the  state 
on  bonds,  and  arrearages  of  taxes  accruing  before  1783. 

(1)  Maryland  Laws,  1784,  ch,  55, 

(2)  Proceedings  of  House  of  Delegates,  1784, (Nov.)  p. 22. 


This  fund  v^as  pledged  for  the  payirient  of  all  forms  of  the 
state  debt  on  or  before  January  1,  1790,  and  for  the  punctu- 
al paynient  of  an  annual  interest  of  6%   in  the  meantime. 
The  act  v,ras  based  upon  the  belief  that  the  debts  due  the 
state  were  sufficient,  v/hen  paid,  to  meet  all  the  state's  ob- 
ligations.  No  provision,  however,  was  made  against  the 
possibility  of  insufficiency  except  for  that  portion  of  the 
aebt  not  maturing  until  after  1790,   For  this  object  a  tax 
of  two  shillings   six  pence  per  hundred  pounds  of  real  and 
personal  property  was  levied. 

The  "funding  law"  of  1784  accomplished  little.  State 
debtors  were   slow  in  settling  v/ith  the  treasurer  and  the 
Legislature,  as  a  rule,  gave  further  indulgence;  the  sink- 
ing fund  tax  of  two  shillings  sixpence  was  collected  with 

(1) 
great  irregularity  and   with  a  heavy  expense  to  the  state. 

As  a  x-esult  no  appreciable  fund  was  accumulated  with  which 
to  redeem  the  debt  in  1790,   But  by  a  less  direct  means  the 
same  purpose  v/as  accomplished.   This  came  about  through  the 
receipt  and  cancellation  of  certificates  by  the  treasury, 
as  had  been  the  case  with  bills  of  credit.   Up  to  1785  the 
issue  of  new  certificates  annually  exceeded  the  cancella- 
tion of  those  received,  but  thereafter  the  conditions  were 
(1)   Proceedings  of  House  of  Delegates,  1794,  p,  83, 


reversed  and  each  year  a  considerable  amount  of  such  ob- 
ligations was  penrianently  retired. 


Chapter  II. 

PERIOD  05'  SURPLUS  FINANCIERING  .  (^1 ')  8^^  -  |^l(?) 

The  mere  adoption  of  the  Natioxial  Constitution  did 
not  effect  any  radical  changes  in  the  state's  financial 
policies.   The  prohibition,  contained  in  that  instrument 
against  the  use  of  bills  of  credit  by  the  individual  states 
was  no  hardship  to  Maryland.   No  such  bills  had  been  issued 
for  several  years,  and  although  their  issue  had  been  at 
times  strongly'-  urged  by  a  considerable  party  the  proposi- 
tion had  fe-erfrn  met  with  little  popular  favor,  and  it  is 
highly  improbable  that  paper  bills  would  have  been  again 
resorted  to  even  if  the  Legislative  power  had  not  been  re- 
strained.  The  similar  denial  of  the  right  to  levy  port  du- 
ties, hov/ever,  was  on  its  face,  of  vital  importance  to  the 
state.   Such  duties  had  been  the  chief  source  of  revenue 
since  the  abolition  of  the  direct  tax  in  1785,  and  if  no 
compensation  had  been  made  for  this  loss  the  treasury 
would  have  been  seriously  eiabarrassed.   An»ple  comijensation 
however,  was  imriediately  made  by  the  funding  law  of  congress 

From  the  standpoint  of  financial  legislation  the 
years  from  1790  to  the  close  of  the  second  English  War  are 
alniost  barren;  from  that  of  taxation  entirely  so^ except  for 


an  interesting  tax  upon  banking  capital  levied  in  1814. 
Treatment  of  the  period  will  therefore  be  limited  to  the 
description  of,  first,  the  financial  condition  and  practice 
in  1790;  secondly,  the  fortunate  series  of  events  by  rrhich 
the  treasury  canie  into  possession  of  a  surplus  large  enough 
to  render  it  independent  of  ordinary  revenue,  and,  finally, 
the  interruption  to  this  nappy  condition  caused  by  the  war 
of  1812. 

FINANCIAL  CONDITION  IN  1790. 


Tne  sumiriary  of  the  preceding  chapter  will  have  indi- 
cated the  fiscal  problem  of  Maryland  at  the  time  of  its  en- 
trance into  the  new  federation  of  states  under  a  national 
constitution.   The  i.ractices  established  hurriedly  in  a 
time  of  war  had  been  allowed  to  continue  almost  unchanged. 
Little  serious  consideration  had,  indeed,  been  given  to  fi- 
nancial affairs.   In  most  matters  the  Treasurer  had  been 
left  to  his  own  resources  ctnd  ideas.   The  public  accounts 
v/ere  still  in  confusion.   Only  a  small  portion  of  the  many 
debts  owing  the  state  had  been  collected,  and  the  total 
amount  of  such  debts  likely  to  be  collected  was  a  matter  of 
vagueness.   The  only  improvement  effected  had  been  in  the 


reduction  of  the  state  debt,  vrfaich  nov/  stood  at  about 
$835,000,   The  reduction  had  been  effected  by  the  jjrocess, 
already  described,  of  cancelling  bills  and  certificates  as 
received  in  treasury  payments.   Nev/  certificates  were  still 
issued,  but  after  1789  the  annual  azriount  issued  was  unim- 
portant. 


Ordinary  Receipts  and  Expenditures  -  1790, 
The  use  of  the  general  property  tax  during  the  Revo- 
lution and  of  port  duties  during  the  remaining  years  of  in- 
dependent statehood  represented  the  only  serious  attempts 
by  the  Legislature  to  raise  revenue  b^^  taxation.   Indeed, 
the  only  other  form  of  taxation  at  any  time  resorted  to  was 
that  of  the  license  tax,  of  which  the  principal  applications 
nad  been  carried  over  unchanged  from  colonial  times.   Li- 
censes, for  the  granting  of  v/hich  payments  were  exacted, 

(1) 
were  required  in  five  instances:   (1)   Marriages,   (30  shil- 

(2)  ^. 
lings);  (2)  Hawkers  and  Pedlars    (^  6);   (3)  Keepers  of 

(3)^.  (4) 

Ordinances  ( "^  6);  (4)  Retailers  of  spirituous  liquors  v  Z) 

(5) 
(5)  Liquor  sellers  at  horse  races   (30  shillings).   The  tax 

(1)   Md,  Laws,  1777,  ch.  12.   (2)  Md,  Laws,  1784,  chs,7,  37 

(3)  Md.  Laws,  1780  (Mar.),  ch,  24;  1784,  ch,  7,  37, 

(4)  Md.  Laws,, 1780,  idem.     (5)  Idem. 


on  billiard  tables,  imposed  in  178  0  did  not  continue  as  a 
state  tax,  althovgh  it  was  shortly  reimposed  for  the  ben- 
efit of  the  county  governrrients.    Marriage  licences  were 

issued  bj   the  county  courts  and  the  taxes  collected  by  the 

(1) 
clerks  thereof.    In  the  other  cases  the  licenses  were  is- 
sued by  the  sarrie  courts,  but  the  collection  of  the  tax  was 
entrusted  to  the  sheriff  of  the  county. 

Other  sources  from  which  a  I'egular  revenue  could  be 
expected  were  very   few.   ^^ines  and  forfeitures  exacted  from 
violators  of  the  law  gave  a  small  and  irregular  revenue  to 
the  public  treasury.   Fees  were  charged  for  nurrierous  serv- 
ices performed  by  the  state,  but  the  money  so  received  was 
used  almost  entirely  to  remunerate  the  officers  performing 
the  services.   The  land  office  -  from  escheats,   tranfera, 
sales,  etc»,  produced  a  considerable  but  variable  revenue. 
The  State  of  Maryland  never  shared  in,  nor  laid  claim  to, 
any  portion  of  the  public  domain  v/est  of  the  Alleganies. 
But,  as  successor  to  the  Proprietor,  the  state  came  into 
possession  of  considerable  land,  principally  in  the  v;estern 

part  of  the  state,  in  the  disposal  of  which  the  Legislature 

(2) 
had  a  free  hand.   Part  of  this  lund  was  sold  and  the  pro- 
ceeds used  for  the  ordinary  expenses  of  governirient,  but  the 

(1)  Md.  Laws,  1792.  ch.  7. 

(2)  Md.  Laws,  1781,  ch,  20. 


major  portion  was  used  for  bounties  or  pensions  to  the  sol- 
diers of  the  Revolution, 

The  ordinary  expenditures  of  the  state  were  corres- 
pondingly sniall,  the  most  important  single  item  being  the 
civil  list  -  i.e.,  the  expenses  of  the  adiriinistrative  de- 
partment.  Salaries  were  moderate,  with  little  tendency  to 
increase,  and  the  number  of  salaried  offices  v/as  kept  at 
the  minimuir*,  by  applying,  whenever  jjossible,  the  fee-system 
of  remuneration.   The  cost  of  the  judiciary  was  at  this 
time  divided  between  the  state  and  the  county  governirients. 
The  I'oriTier  bore  the  expenses  of  the  essentially  state 
courts,  -  the  chancellor,  the  court  of  appeals,  the  general 
court,  and  the  adrriiralty  court,  while  the  several  counties 
by  local  taxes  provided  for  the  costs  of  the  county  courts. 

Beyond  these  purely  governmental  expenses  there  were 
but  two  standing  appropriations  that  had  to  be  provided  for 

annually.   One  of  these  arose  from  the  allowance  of  half- 

^   (1) 
pay  pensionf*i   to  the  disabled  survivors  of  the  Revolu- 
tion; the  other  from  the  grant  of  state  aid  to  certain  se- 

(2) 
lected  schools. 


(1)  Maryland  Laws,   1778  (Oct.)   ch.  14. 

(2)  These  were  St.  Johns  College  and  Washington  College, 


Treasury  Administration  -  1790, 

The  frannework  of  governrrient,  so  far  as  it  concerned 

the  financial  administration,  was  thus  outlined  in  the  State 

Constitution  of  1777:   A  governor,  with  no  power  of  veto; 

an  Executive  Council  of  five  members,  to  act  solely  in  an 

advisorj/-  capacity;  a  legislature  of  two  houses,  both  of 

tne  same  authority,  except  as  regards  money  bills  which 

could  originate  only  in  the  lower  house;  two  treasurers, 

(1) 
•one  for  either  shore;  and  an  auditor  of  the  public  accounts 

The  provision  made  for  two  treasurers  was  a  mere  palliative 
to  the  long-standing  jealousy  between  the  shores.  In  prac- 
tice the  system  was  unwckable;  the  Eastern  Shore  treasurer 

speedily  degenerated  into  a  mere  agency,  and  the  Western 

(2) 
Shore  treasurer  becairie  the  responsible  officer.    Occasion- 
ally other  offices  were  created  for  special  purposes,  such 
as  the  Intendant  of  the  Revenue  in  178  2/  for  the  collection 
of  tax  arrears,  but  none  of  these  additions  had  been  perma- 
nent.  There  was  a  strong  prejudice  against  the  creation  of 
salaried  offices,  and  as  a  rule,  the  easier  method  was 
adopted  of  throwing  such  new  duties  as  developed  upon  the 

(1)  This  office  was  not  specifically  created,  but  was  rec- 
ognized by  the  Constitution. 

(2)  Hereafter  the  word  "Treasurer"  will  be  used  to  des- 
ignate this  officer. 


shoulders  of  the  treasurer. 

The  governirient  of  the  state  was  strongly  centralised. 
Towns  were  being  incorporated  with  considerable  autonomy, 
but  the  larger  county  divisions  continued  to  be  little  more 
than  adiiiinisti-ative  units.   The  controlling  body  in  the 
county  was  the  Levy  Court,  composed  of  the  associated  jus- 
tices of  the  peace.   The  authority  of  these  courts  had  been 
gradually  extended  to  include  the  management  of  all  ordi- 
nary county  affairs  and,  within  specified  limits,  the  levy 
and  expenditure  of  local  taxes,  but  the  members  of  the 
courts  were  appointed  by  and  strictly  responsible  to  the 
state  Executive.   The  county  sheriffs  v/ere  the  only  local 
officers  locally  elected.   Both  the  sheriffs  and  the  levy 
courts  were  used  by  the  central  government  as  collecting 
and  disbursing  agencies. 

The  Constitution  nade  no  reference  to  fintincial  pro- 
cedure other  than  the  provisions  that  only  the  House  of 
Delegates  should  originate  money  bills,  and  that  no  money 
bill  should  be  attached  as  a  "rider"  to  a  bill  of  another 
character.   The  Bill  of  Rights,  which  was  adopted  at  the 
same  time  as  the  Constitution,  did,  however,  place  explicit 
limitations  upon  the  power  of  taxation.   The  first  was  a 


prohibition  of  poll  taxes.   The  poll  tax  had  been  greatly 
abused  by  the  Proprietor,  and,  in  just  wrath,  it  was  de- 
clared that  such  taxes  are  "grievous  and  oppressive  and 
ought  to  be  abolished;  that  paupers  ought  not  to  be  assess- 
ed for  the  support  of  government."  The  Bill  of  Rights, 
however,  went  further  than  this  andlaid  do.vn  a  second  canon 
of  taxation.   It  declared  that  every  person  "should  con- 
tribute his  proportion  of  public  taxes  for  the  support  of 
governrr»ent  according  to  his  actual  worth  in  real  or  person- 
al property  within  this  state",  recognising,  hov/ever,  "that 
fines,  duties  or  taxes  raay  properly  and  justly  be  imposed 
or  laid  with  a  political  view  for  the  good  governirient  or 
benefit  of  the  state,"   This  limitation  of  the  taxing  power 
to  the  citizens'  actual  worth  in  real  and  personal  property 
later  became  a  cause  of  frequent  controversy;  and,  although 
liberally  construed  by  the  courts,  introduced  an  element  of 
uncertainly  into  many  of  the  tax  laws  of  the  Legislature. 
It  rendered  many  important  taxes  inoperative  until  passed 
upon  by  the  courts,  eoid  prevented  the  introduction  of  many 
reform  principles. 


THE  STATE  DEBT  AND  TilE  PUl^DING  LAW  OE  CONGRESS. 

The  funding  law  as  passed  by  Congress  April,  1790, 
provided  for  the  funding  into  one  of  three  distinct  forms 
of  indebtedness  -  tue  foreign  debt,  the  domestic  debt,  and 
the  debts  of  the  individual  states.   With  the  first  of 
tiiese  Maryland  had  no  concern.   The  funding  of  the  ill-as- 
sorted nass  of  domestic  debt  did,  hov/ever,  have  a  direct 
bearing  upon  the  finances  of  this  state.   The  Maryland 
treasury  had  come  into  ijossession  of  a  considerable  amount 
of  the  various  obligations  issued  by  Congress  during  and 
after  the  Revolutionary  War.   These  had  been  purchased  in 

preparation  for  the  state's  being  required  to  bear  its  quo- 
ID 
ta  of  the  continental  debt.   So  far  they  v/ere  unproductive 

but  under  the  ftinding     lav/  were  now  convertible  v/ith  in- 
terest into  new  United  States  stock.   By  this  conversion 
the  state  treasury  received  in  payrrient  of  the  principal  of 
the  old  congressional  securities  ^628,989.80  in  6  X  stock, 
(of  which  1/3  was  not  to  bear  interest  until  1801)  and,  in 

aadition,  $298,54^0,31  in  Z%   stock  in  payment  of  accrued  in- 

(2) 
terest. 

The  third  portion  of  the  Funding  Law  -  that  provid- 

(1)  Maryland  Laws,  1785,  ch.  88. 

(2)  proceedings  of  House  of  Delegates,  1791,  p,30.   Re- 
port of  Comiriittee  of  Claims, 


ing  for  the  aasuir»ption  of  the  debts  of  the  several  states-* 
entailed  much  greater  discussion  but  was  of  less  direct 
benefit  to  Maryland.   The  assumption  provision  was  to  the 
effect  that  the  certificates  of  any  state  issued  prior  to 
1790  for  expenses  incurred  in  the  prosecution  of  the  v/ar 
should  be  exchangeable  for  United  States  stock.   The  ex- 
change, however,  was  of  a  somewhat  complicated  character. 
Each  subscriber  received  of  the  sum  subscribed  an  equal 
amount  of  United  States  stock  of  which  four-ninths  bore  6^ 
interest,  three-ninths  bore  sX  interest,  and  the  x-emaining 
two-ninths  bore  no  interest  until  1801  and  thereafter  6^, 
The  amount  of  stock  for  which  each  state  might  subscribe 
was  proportioned  to  the  supposed  an-iount  of  certificates 
outstanding  at  the  time.   No  account  was  taken  of  the  rel- 
ative burden  the  states  had  borne,  or  even  of  the  original 

airiount  of  certificates  issued.  Marvland  felt  that  its  ef- 

(1) 
forts  to  pay  off  its  own  debts  had  been  wasted,   and  viev/- 

ed  the  passage  of  the  assuirjpticn  measure  v/ith  no  great  fa- 
vor.  A  resolution  in  condeirination  of  the  policy  was  passed 

by  the  House  of  Delegates  but  was  later  rescinded  by  the 

(2) 
casting  vote  of  the  speaker, 

(1)  Proceedings  House  of  Delegates,  1791,  p. 88. 

(2)  Md.  Journal  and  Balto.  Advertiser,  1790,  Dec,  31 
and  1791,  Jan,  11,   First  resolution  passed  by  a  vote  of 
32  to  26, 


The  measure  having  become  law,  however,  it  was  to 
the  manifest  advantage  of  the  state  to  have  as  many  as  pos- 
sible of  its  creditors  take  advantage  of  it.   To  most  of 
these  the  offer  of  Congress  was  in  itself  not  a  sufficient 
inducement.   The  state  credit  was  practically  as  good  as 
that  of  the  United  States  and  the  exchange  of  the  securi- 
ties of  the  former  for  those  of  the  latter,  under  the  com- 
plicated interest  arrangement,  meant  a  surrender  of  a  6^ 
investment  for  one  of  4%   or  leas.   For  the  state  to  force 
its  creditors  to  rrtake  the  exchange  would  be  on  the  state's 
part  a  virtual  repudiation  of  so  much  of  its  just  debt.  An 
act  of  the  legislature  v/as  passed  which  attempted  to  supply 
the  necessary  inducement  and  at  the  same  time  maintain  the 
faith  of  the  state.   By  this  act  the  state  agreed  to  re- 
ceive from  all  subscribers  under  the  assumption  provision 
of  the  Funding  lav;  their  proportions  of  sX  and  deferred 
stock,  and  to  give  in  exchange  an  equal  airiount  of  United 
States  oX  stock  bearing  iiTutiediate  interest. 

The  maximurri  amount  of  $800,000  allov/ed  for  the  sub- 
scription of  Maryland  certificates  proved  ample.   At  the 

expiration  of  the  time  fixed  by  Congress  only  some  $302, 

(1) 
522.66  had  been  subscribed^ and,  under  an  extension  of  the 

(1)   Proceedings  of  the  House  of  Delegates, 1791,  pp.87-S8. 


time  privilege^ this  was  increased  to  only  $517,491.   This 
suni,  however,  did  not  completely  exhaust  the  debt  ov/ing  by 
Maryland.   A  small  nunriber  of  creditors,  v/hether  from  in- 
difference or  ignorance,  did  not  take  advantage  of  the  act 
at  all.   Furthermore  a  considerable  portion  of  the  outstand 

ing  certificates,  being  issued  for  other  than  military  pur- 
ID 
poses  were  not  included  within  the  benefit  of  the  law. 

Both  of  these  classes  of  debt  had  to  be  borne  by  the  State 
Treasury  itself,  but  their  total  arnount  proved  inconsider- 
able.  Many  of  the  certificates,  originally  issued  in  small 
denominations  to  soldiers  in  the  field  and  others,  at  a 
time  when  paper  money  was  of  little  worth,  had  been  lost  or 
destroyed  and  v/ere  never  presented  for  paynient.     The  Van 
Stophorst  loan  was  the  most  important  part  of  the  debt  not 
taken  care  of  by  the  assumption  law.   The  state    d  never 

denied  the  validity  of  the  original  loan  of   ^0,500  with 

(^) 
interest,    but  disputed  certain  extra  surr»s  onat  had  been 

added  as  damages  and  costs.   A  compromise  was  finally  ef- 
fected in  1793  whereby  the  creditors  agreed  to  accept  Uni- 
ted States  deferred  stock  at  par  in  full  settlement  of  their 
debt. 

(1)  Proceedings  of  the  House  of  Delegates,  1791,  p. 87. 

(2)  Idem.  1791,  p. 89, 

(3)  Idem.  1795,  p.  63;  1796,  p.  30. 


COLLECTION  OF  TIiE  DEBTS  DUE  THE  STATE. 

The  collection  of  the  nuirierous  outstanding  debts  due 
ohe  state  v/as  the  pi'incipal  financial  concern  of  the  gov- 
ernment during  the  first  two  decades.   These  debts  repre- 
sented: (1)  money  due  from  the  sale  of  confiscated  proper- 
ty;  (2)  arrearages  of  taxes  and  of  other  revenues;  (s)  a 
disputed  claim  to  a  large  amount  of  Bank  of  England  stock; 
(4)  certain  miscellaneous  debts,  some  holding  over  from 
colonial  times,  and  too  small  in  aniount  to  v/arrant  separate 
treatment. 

Confiscated  British  Property.   Because  of  the  scarcity  of 
purchasers  v/ith  ready  money  during  the  v/ar  period  the  State 
had  adopted  thepolicy  of  disposing  of  confiscated  property 
on  credit,  the  purchaser  being  required  as  a  rule  to  de- 
posit a  bond  for  the  security  of  his  debt.   The  same  scarc- 
ity of  specie  continuing  during  the  years  imiriediately  suc- 

eeding  the  v/ar,  the  same  policy  was  also  continued.   By 
(1) 
the  act  of  1784   such  debtors  were  granted  a  complete  ex- 
emption from  the  payment  of  the  principal  of  their  debts 
for  a  period  of  five  years,  and  a  similar  exemption  was 
(1)   Maryland  Laws,  1784,  ch.  55. 


promised  futui*e  purchasers.  With  the  expiration  of  this 
period  of  grace  in  1790,  a  still  further  indulgence  was 
shown.   A  system  known  as  "installing"  v/as  adopted,  by 
which  all  purchasers,  future  as  v;ell  as  past,  were  permit- 
ted on  deposit  of  a  bond,  to  rriake  settlement  in  a  series  of 

(1) 
annual  instalrrients,    Payinent  of  the  principal  sum  v/as  per- 
mitted to  be  iriade  in  state  certificates,  but  the  retirement 
of  certificates  almost  immediately  deprived  debtors  of  this 
means  of  payment,  and  in  compensation  it  was  provided  that 

the  annual  instalments  might  be  paid  in  United  States 

(2) 
stoclc.   As  this  stock  v/as  at  a  discount  the  permission  v/as 

quite  generally  availed  of.   The  act  was  enforced  v/ith  lit- 
tle strictness.   In  a  few  cases  bonds  were  executed  upon, 
or  the  property  retaken,  but  without  any  great  benefit  to 
the  state, and  iriany  debtors  were  entirely  excused  from  pay- 
iTient.   The  disposal  of  the  unsold  property  and  the  final 
settlement  of  the  various  accounts  v/ere  not  accomplished 
for  some  thirty  years, 

Arreara/^es  of  Taxes,  etc.   The  presence  of  this  item  v/as 
attributable  almost  entirely  to  the  negligence  of  those  en- 
trusted with  the  collection  of  the  public  revenues.   Nor 
did  these  arrearages  arise  altogether  dui'ing  the  v/ar  period 
or  in  connection  with  the  direct  taxes  of  1777-1785,  in 

(1)  Maryland  Lav/s,  1789,  ch,  47, 

(2)  Idem,.  1790,  ch.  41.      ,,-  , 


which  cases  the  extreme  difficulty  of  collection  offered 
good  excuse.   The  habit  of  negligence  v/as  so  prevalent  that 
such  revenues  as  those  arising  from  licenses  ana  port  du- 
ties, v/hich  were  extremely  easy  of  collection,  v/ere  in  many 
cases  not  turned  into  the  treasury  for  several  years  after 
they  v/ere  due.   The  sanie  system  of  ""installing"  was  ap- 
plied to  tax  arrearages  as  in  the  case  of  the  debts  due  for 
sales  of  confiscated  property,  and  to  facilitate  the  col- 
lection of  all  these  debts  a  special  official  v;as  appoint- 
ed.  An  Intendent  of  the  Revenue  had  been  cippointed  for  a 
similar  purpose  during  the  Revolution  but  the  office  had 

been  discontinued  in  1786,   In  1790  the  office  v/as  revived 

(1) 
under  the  nairie  of  the  Agent  of  the  State,    At  first  the 

agent  was  nnerely  given  pov/er  to  supervise  the  collection  of 
the  arrears  of  the  direct  taxes.   Later,  nov/ever,  his  field 
v/as  not  only  so  extended  as  to  include  the  collection  of 
all  classes  of  revenue  not  promptly  paid,  but  also  he  vra,s 
given  a  general  supervisory  pov/er  over  all  payments  into 
the  treasui'y,   He  v/as  vested,  moreover,  v/ith  almost  unlim- 
ited discretion  as  to  prosecuting,  releasing  or  compounding 
v/ith  state  debtors.   As  a  result  of  the  exertions  of  the 
state's  agent  the  larger  portion  of  the  debts  due  the  state 
(1)   Md.  Lav/s,  17 S9,  ch.  50, 


were  liquidated;  but  at  the  time  of  the  abolition  of  the 
office  in  ISOl  there  was  a  considerable  anxount  not  yet  col- 
lected.  This  ajTiOunt  tended  to  increase  rather  than  to  grow 

less;  in  1818  it  v/as  estimated  that  fully  $260,000  would 

(1) 
be  lost  to  the  state  by  reason  of  bad  debts. 


(1)   Proceedings  of  the  House  of  Delegates,   1818,  p.  55. 


The  Bank  of  England  Stock  -  Mai-yland's  interest  in 
Bank  of  England  Stock  originated  in  colonial  days.   In  1753 
for  the  first  time,  an  emission  of  bills  of  credit  v/as  au- 
thorized  to  the  aiuount  of  *  90  000,  and  a  sinking  fund  for 
the  redemption  of  the  issue  v/as  jjrovided  by  levying  a  spe- 
cial duty  upon  tobacco  exports.   The  management  of  this 
fund  was  placed  in  a  board  of  trustees,  resident  in  London, 

which  received  and  invested  in  Bank  of  England  stock  the 

(1)        (2) 
proceeds  of  the  duty.    In  1756,    another  issue  of  bills 

was  sanctioned  upon  the  sanie  jjrovisions  as  the  earlier  is- 
sue, except  that  a  land  tax  replaced  the  tobacco  duty.   S'or 
various  reasons  this  fund  in  London  v/as  not  drawn  upon  in 

full;  and  by  gradual  accuiiiulation  aniounted  in  1775  to  near- 

^        (3) 
ly    30,000.   With  the  first  skirmishes  of  the  Revolution 

the  convention  imnriediately  drew  upon  the  London  trustees, 
but  tV)e^, 
^staunch  loyalists,  refused  to  honor  the  drafts;  and  the 

state  retaliated  shortly  by  confiscating  their  property  in 

Maryland.  With  the  cessation  of  the  war,  the  state  made 

repeated  attempts  to  recover  its  holdings  of  bank  stock; 

(4)  but,  the  trustees,  reduced  now  to  tv/o  by  the  death  of 

one  of  their  members,  refused  to  irtake  an  accounting  until 

(1)  Md.  Laws,  1733,  ch.  6, 

(2)  Md.  Laws,  1756,  ch.  5. 

(3)  Proceedings  of  the  House  of  Delegates,  1777  (June), 
pp.  110-113. 

(4)  Md.  Laws,  1783  (April),  ch.  35. 


(1) 

their  property  snould  be  r-eturned  by  the  state.    The  set- 
tlement of  the  question  new  derjended  upon  the  attitude 
which  the  British  Govemrrent  should  assume.   That  govern- 
ment had  never  actually  seized  the  stocic  concerned^  but,  at 
the  outbreak  of  hostilities,  liad  forbidden  the  pa^mient  of 
dividends  tnereon,  ana  seemed  disposed  to  sanction  the  po- 
sition of  the  trustees.   Nevertheless  the  state,  through  a 

(2) 
special  agent  instituted  suit  in  the  English  courts  for 

the  recovery  of  the  stock  with  accrued  interest.   The  fight 
was  long  drawn  out;  the  court  was  unvdlling  to  assume  the 
responsibility  of  deciding  in  such  a  delicate  matter,  and 
intimated  that  the  case  was  one  for  diplomacy  to  settle. 
Acting  on  this  advice  the  state  refer i*ed  the  matter  to  the 

President,  who  dix-ected  the  American  minister  to  present 

(3) 
the  claim  to  the  British  Government.   After  a  long  contro- 
versy, which  at  times  looked  hopeless  for  Maryland,  the 
claim  was  finally  recognized.   The  Bank  of  England  stock 
to  which  the  state  then  became  entitled  was  disposed  of  for 

$648,484.34,  and  the  money  invested  in  the  stock  of  the 

(4) 
United  States  Governirient. 


(1)  Md.  Laws,  1784,  ch.  76, 

(2)  Idem.  1784,  ch.  76,  1791,  ch.  86, 

(3)  Proceedings  of  House  of  Delegates,  1796,  ch.  72.   Hd. 
Laws,  1801,  ch.  103,   1802,  Resolution. 

(4)  Proc.  House  of  Delegates,  1806,  pp.  8  and  18.   1807, 

p.  7. 


THE  TAX  ON  BANKING  CAPITAL, 

The  economic  and  political  conditions  of  the  colo- 
nial period  gave  little  or  no  room  for  the  establishment  of 
banks.   Sucn  institutions  demand  for  their  successful  ex- 
istence a  relatively  complex  form  of  industry,  and  prior  to 
the  Revolution,  at  least,  industry  in  Auierica  was  of  an  es- 
sentially simple  type.   Banking,  in  its  priinitive  defini- 
tion, as  a  convenient  instrijinent  for  the  issue  of  paper 
money,  was  frequently  exploited  in  certain  of  the  colonies, 
e.g.,  the  Loan  and  Land  Bsmks  of  Massachusetts  -  and  usual- 
ly with  disastrous  results.   From  this  species  of  bank  the 
Proprietary  of  Maryland  was  spared.   Its  occasional  indul- 
gence in  paper  money  v;as  in  the  form  of  the  direct  issue  of 
bills  of  credit  by  the  governirtent  itself.   During  the  Revo-!- 
lution  a  well  conducted  bank  could  have  been  of  great  serv- 
ice  to  the  state  governrrient,  especially  as  a  corrector  of 

the  currency  disorder,  but  the  fev/  attempts  itiade  to  estab- 

(1) 
lish  such  an  institution  had  met  with  no  success.   A  sim- 
ilar fate  attended  a  revival  of  the  project  in  1784,    and 
it  was  not  until  1790  that  the  Legislature  gave  its  consent 


^''^  On  several  occasions  dux-ing  the  Revolution  the  state  offer- 
ed to  become  surety  for  any  bank  that  might  be  established. 
The  offers  however  were  not  accepted.  1780  (June)  ch.28. 


to  the  incorporation  of  a  bank  by  granting  a  charter  to  the 
Banlc  of  Maryland.   Notwithstanding  the  irrimediute  success  of 
this  institution  the  establishrrient  of  other  banks  proceeded 
very   slowly.   As  late  as  1810  there  v/ere  but  six  banks  in 
the  state,  of  wnich  four  were  situated  in  Baltimore  City. 

(a-) 

Thereafter,  however,  the  extension  was  rapid. 

The  success  of  these  new  corporations  inspired  the 
hostility  of  a  large  class  of  citizens,  the  mere  so  because 
of  the  natural  tendency  of  the  banking  capital  to  central- 
ize in  one  city.   This  hostility  was  in  part  the  result  of 
an  actual  fear  that  the  former  disastrous  experience  of  the 
state  with  paper  money  might  be  repeated;  and  in  part  the 
expression  of  rural  prejudice  tov/ards  capitalistic  institu- 
tions, from  v/hich,  as  the  banks  loaned  only  upon  short  time 
rates,  the  farming  element  could  expect  little  benefit. 
This  party  demanded,  in  lieu  of  their  complete  abolition, 
that  the  banks  should  be  subjected  to  a  heavy  tax.   Nor  was 
the  demand  restricted  to  banking  institutions.   The  princi- 
ple v;as  definitely  formulated  that  all  corporations  enjoy- 
ing special  privileges  from  the  state  -  such  as  canal  and 
road  companies  -  should  be  compelled  to  make  a  i-eturn  for 

(/)   Maryland  Laws,  1790,  ch.  5. 

(XJ   See  Bryan,  History  of  State  Banking  in  Md, ,  p.s^i"^  ^r. 


such  privileges.  ?rom  1804  to  1S13  this  question  was  a 
centre  of  legislative  controvers^s  the  House  of  Delegates 

usually  favoring  the  principle  of  a  corporation  tax,  the 

(1) 
Senate  regularly  rejecting  it.    Care  was  taken  to  popular- 
ize the  proposal  by  so  fraining  it  that  it  might  subserve 
trie  ^rov/ing  demands  of  the  people  for  a  public  school  sys- 
tem and  for  internal  improvements;  and,  finally,  in  1813 

such  a  law  was  passed  by  both  houses,  but  limited  in  its  ^ 

(2) 
application  to  banics  alone.   This  combination  of  motive 

is  shown  in  the  following  sumn»ary  of  the  act  as  revised  in 

(3) 
1814; 

1.  The  banks  of  Baltimore  City,  together  with  certain 
banks  in  the  western  part  of  the  state  were   required  to 
complete  the  National  Road  as  far  as  Cumberland  at  their 
ovm  expense. 

2.  Each  bank  of  the  state  was  to  pay  to  the  state  dur- 
ing the  continuance  of  the  ^^ct  an  annual  tax  of  twenty 
cents  upon  each  $100  of  paid  in  capital,  ana  at  the  same 
rate  upon  every  increase  of  capital;  the  total  tax  dis- 
countable before  Jan.  1,  1816  into  a  lump  payment  of 
$200,000. 

(1)  Proceedings  of  House  of  Delegates,  1804,  p. 84;  1806. 
P  28;   1810,  p. 45. 

(2)  Md.  Laws,  1812,  ch.  79.      (3)   Md.  Laws,  1813,  ch.l22 


3.  The  proceeds  of  this  tax  v/ere  to  be  invested  in  the 
resex-ved  sh&res  of  specified  banks,  and  be  kept  by  the 
treasurer  as  a  distinct  and  separate  fund,  to  the  credit  of 
the  counties  equally,  for  the  purpose  of  establishing  free 
schools. 

4.  The  cnarter  of  the  banks  accepting  the  act  were  to 
be  extended  until  Jan.  1,  1835;  and  in  the  meantime  the 
state  v/as  to  impose  no  further  taxes  upon  tne  banks,  nor 
charter  any  other  banking  institution  v/itnin  the  City  of 
Baltimore. 

Tne  charter  of  the  several  banks,  with  one  exception. 
had  been  timed  to  expire  at  the  sanie  date,  January  1,  181b, 
and  thus  the  enforcement  of  the  act  was  made  a  comparative- 
ly easy  niutter.   In  its  original  form,  indeed,  certain  fea- 
tures v/ere  strongly  objected  to  by  the  banks,  but,  in  its 
revised  forrri,  as  given  above,  it  .-as  accepted  by  the  sever- 
al banks  witnout  undue  cavilling.   The  tax  v/as  small,  and 
the  road  construction  provision  v/as  regarded  as  a  good  in- 
vestment,- so  good,  in  fact,  that  upon  several  other  occa- 
sions similar  arrangements  were  made  for  the  construction 

(1) 
of  roads  and  other  internal  improvements.    As  it  turned 

(1)   Hd.  Laws, 1821, ch. 131;  1829,  ch.l9S;  182^ ch. 9^; 1827, 

ch.42. 


out,  iiov/ever,  the  Cumberland  Road,  as  did  nearly  all  such 

enterx^risea  in  Maryland, mude  but  scant  financial  return, 

ana  the  investment  of  a  million  dollars  or  more  made  by  the 

(1) 
banks  under  this  act  v/as  almost  a  complete  loss. 

The  siriall  tax  on  capital  stock  -  one-fifth  of  one 
per  cent  -  was  Hardly  a  burden  to  the  banks.   It  proved, 
however,  a  steady,  easily  collected  and  growing  source  of 
revenue  to  the  state.   Occasionally  the  x-eceipts  therefrom 
were  diminished  by  the  failure  o:  certain  banks,  or  by  the 
release  of  others  from  the  tax  when  in  financial  difficul- 
ty.  But,  as  an  offset  to  this,  v/as  the  application  of  the 
tax  to  every  increi~se  in  banking  capital  ana  to  nev/  banks 
as  established.   Over  the  course  of  some  fifty  lewcs   it 
yielded  an  average  anniial  income  of  5^35,000. 
(1)   Bryan, History  of  State  Ranking  in  Maryland,  p. 61, 


FINANCING  OP  THE  WAR  OP  1S12. 

Although  the  second  English  war  was  long  brewing  and 
although  the  State  of  Maryland,  with  its  extended  water 
front  inviting  naval  depredations,  was  certain  to  suffer 
from  sucn  a  conflict,  the  legislature  failed  to  make  ade- 
quate prepar;i,tions  for  its  coming,   Lav/s  Y/ere  passed  in 

(1) 
1807  ana  1811  for  reorganizing  and  disciplining  the  mili- 
tia, sadly  neglected  during  the  preceding  twenty-five  years 

(3) 
of  peace;  some  ten  thousanc  stands  of  arms  were  ordered; 

and  Vc.rious  measures  -.vere  considered  for  t.  state  factory 

(3) 
for  making  military  supplies,  for  erecting  arsenals,  and 

for  encouraging  the  home  production  of  cottons  and  v/oollens 

But,  as  a  \vhole,  the  precautionary  n.easures  taken  were  fev/ 

(4) 
and  ineffective.    The  legislature  was  unv/illing  to  make 

sufficient  appropriations,  and  depended  upon  popular  enthu- 
siasm to  establish  a  v/ell  drilled  militia.   In  Baltiinore 
City  and  the  northeastern  counties  this  enthusiasm  was 
strong,  and  with  the  first  talk  of  war  numerous  volunteer 
companies  v/ere  raised  and  equipped  at  individual  expense. 
In  the  Southern  counties,  however,  the  belligerent  attitude 

(1)  Md,  Laws,  1807,  ch,l28;  1811,  ch.  182. 

(2)  Md.  Laws,  1808,  ch.  210;  1808,  Resolution. 

(3)  Md.  Laws,  1808,  Resolution.   (4)  Gov's. Message,  1813. 


of  Congress  v/as  unpopular  and  little  preparation  v/as  made. 
In  its  failure  to  make  effective  provision  against 
the  possibility  of  v/ar  the  legislature  was  not  v/ithout  ex- 
cuse.  The  National  Government  had  been  constituted  the  me- 
diuni  of  national  defense,  and  was  presumably  the  responsi- 
ble director  of  ;xll  military  operations.   As  events  devel- 
oped, however,  and  largely  owing  to  the  unjjreparedness  of 
the  national  governrrient  itself,  the  state  was  left  in  great 
degree  to  its  own  resources.   Early  in  1S13  the  secretary 
of  v/ar  asserted  the  doctrine  that  the  United  States  v/ould 
pay  the  expenses  of  all  militia  Cc,.lled  out  or  recognized  by 
that  government.   But,  as  the  Chesapeake  Bay  iinmedii^tely 
becanie  and  continued  to  be  a  centre  of  British  aggression, 
the  state  was,  in  niany  cases,  unable  to  wait  upon  the  tardy 
action  of  the  National  Government,  and  was  forced  to  raise 
troops,  and  even  equip  a  small  navy,  upon  its  own  initia- 
tive.  Ultimately  the  state  was  reimbursed  in  part  for  the 
resulting  expenditure,  but  in  the  meantime  such  expense  had 
to  be  met  by  the  local  treasury.  The  method  by  v/hich  the 
necessary  v/ar  funds  were  raised  presents  few  points  of  in- 
terest.  At  the  outset  the  Legislature  adopted,  and  there- 
after steadily  adhered  to,  the  policy  of  temporary  loans. 


No  new  taxes  were  laid  during  the  whole  course  of  the  war, 
nor  was  uny  other  effort  made  to  increase  the  ordinary  re- 
ceipts of  the  Treasury,   The  ostensible  reasons  for  the 

adoption  of  a  borrowing  policy  to  the  exclusion  of  taxation 

(1) 
is  thus  suiiirriarized  from  a  cona^.ittee  report  of  1814:     To 

raise  funds  there  were  only  three  alternatives,  taxation, 
the  sale  of  part  of  the  state's  investments,  and  loans. Tax- 
ation, in  viev/  of  the  v/ar  taxes  of  Congress  was  already  "ex 
tended  to  its  utmost  limit."   The  sale  of  the  state's  in- 
vestments was  equally  inadvisable  in  the  depressed  condi- 
tion of  the  stock  market.   Borrov^^ing  was  thus  the  most 
feasible  alternative,  provided  the  money  could  be  obtained 
at  six  per  cent,  or  less,  ana  there  v/as  every  reason  to  be- 
lieve that  this  could  be  ciOne,   Taxes,  the  committee  real- 
ized, must  ultimately  be  lesorted  to,  but  it  would  be  bet- 
ter to  postpone  the  period  of  taxation  until  a  "season  of 
prosperity  would  increase  the  ability  of  the  people  to  meet 
such  a  charge."  Furthemriore,  it  was  to  be  considered  that 
the  United  States  Governnient  should,  and  probably  would, 
reimburse  the  state  for  its  expenditures. 
(1)   Proceedings  of  the  Hoiise  of  Delegates,  1814,  p.  43. 


This  arguiTient  rested  upon  two  optimistic  assumptions 
first,  that  the  war  should  be  of  short  duration,  and,  sec- 
ondly, that  the  expense  to  the  state  should  not  be  great. 
Both  of  tht;se  assuniptions  proved  to  be  true,  and  thus  the 
temporizing  policy  of  short  time  loans  did  not  result  in 
the  disaster  that  v/ould  othenvise  have  occurred. 

The  long  stagnation  of  business  preceding  the  v/ar 
had  caused  the  accumulation  of  much  idle  capital  in  the 
hands  of  the  local  banks,  and  this  was  the  fund  upon  which 
the  Legislature  now  depended  in  authorizing  a  series  of 
loans  aggregating  nearly  a  million  dollars.   Of  the  sum 
thus  authorized  there  was  actually  borrowed  $436,000  ,  of 
v/hich  all  but  |l2.000  was  advanced  by  the  banks.   As  the 
total  cost  of  .the  war  to  the  state  was  estimated  to  have 
been  slightly  less  than  $450,000  it  would  appear  that  only 
some  $14,000  was  provided  out  of  current  revenues. 

The  several  loans  were  negotiated  at  the  uniform 
rate  of  six  per  cent,  and  were  repayable  in  1S15-1816,   As, 
hov/ever,  no  provision  v/hatsoever  had  been  made  for  their 
redemption  there  was  no  money  then  available  for  that  pur- 
pose.  Finally,  in  1817,  a  settlement  was  effected  with  the 
creditors  by  v/hich  they  agreed  to  accept  United  States  six 
per  cent,  stock  at  par  to  the  full  airiount  of  their  several 


claims.   Thus  the  net  result  to  the  treasury  of  the  v/ar  of 
1812  was  a  decrease  of  ^436.000  in  the  capital  account  of 
the  state. 

THE  E?FRCT  Oy  A  TREASURY  SURPLUS. 
The  war  of  1812  was  a  nriarking-point  in  the  financial 
history  of  the  state.   So  far  there  had  been  little  neces- 
sity of  considering  the  question  of  ways  and  means;  the 
problem  had  been  to  dispose  wisely  of  an  accurriulating  sur- 
plus.  This  surplus  ht^d  been  the  result  in  part  of  economy 
of  expenditure  but  in  greater  part  of  the  series  of  fortu- 
nate events  already  described.   The  Congressional  Funding 
Law  of  1790,  by  relieving  the  state  of  the  major  portion  of 
its  indebtedness  and  providing  the  Treasury  with  a  consid- 
erable fund  of  United  States  stock,  had,  at  one  stroke, 
raised  the  finances  from  a  condition  of  grave  difficulty  to 
one  of  comparative  security.   The  return  of  prosperity  had 
enabled  many  of  the  state  debtors  to  discharge  long  stand- 
ing obligations  to  the  state,  and  the  money  so  received  not 
only  provided  aiuply  for  the  current  expenditures  but  also 
produced  occasional  surplusses  which  could  be  invested  in 


(1) 

interest  bearing  securities.    Finally,  the  ijaynient  of  the 
English  Bank  stock  increased  the  public  funds  to  such  an 
extent  as  to  render  the  Treasury  almost  independent  of  oth- 
er revenue  than  that  of  interest  on  its  investments. 

In  1813,  the  invested  capital  of  the  state  arriounted 
to  $1,475,822.00,  yielding  an  ^.nnual  return  of  over  $90,000 
and  providing  for  about  two- thirds  of  the  ordinary  expendi- 
tures.  The  fomi  of  investment  was  as  follovKSl 

Bonds  of  United  States  $924,822. 

Stock  of  Local  Banks  1516.100. 

Other  stock  25.000. 

State  chartered  banks  v/ere  recent  and  to  a  great  ex- 
tent untried,  but  alinost  from  their  origin  the  legislature 
had  adopted  a  policy  toward  these  institutions  which  proved 
very  beneficial  to  tlie  public  finances.   This  policy,  as 

(1)   In  1796  the  Treasury  was  in  a  condition  to  warrant  a 
loan  of  $200,000  in  United  States  6  %   stock  to  the  Commis- 
sioners of  the  city  of  VtTashington  City  to  ?  id  in  the  devel- 
opment of  that  place.   (Md.  Laws,  l^^e.^  Revolutions aed  l79<fi--'-iil 
This  loan  v/as  repaid  witn  interest  in  due  time,  and  is  qui  ce 
distinct  from  the  "advance*  of  $72,000  to  the  United  States 
for  public  buildings,  authorized  in  the  session  of  1790, 
This  "advance"  was  never  repaid,  and  has  for  many  years 
been  the  basis  of  a  periodical  claim  offered  in  Congress. 
The  point  in  dispute  is  whether  the  "e.dvance"  was  intended 
to  be  a  loan  or  a  gift.   The  wording  of  the  original  act  is 
inconclusive,  but  the  absence  of  any  provision  for  repay  - 
ment  or  for  interest  would  indicate  that  the  money  was  in- 
tended as  a  gift.   Unfortunately  the  records  are  so  scant 
that  it  is  not  even  certain  whether  the  full  $72,000  was 
advanced  (See  1842,  Re  olution  34)   The  sum  of  $48,000  cer- 
tainly was,  and  there  is  strong  presuirjption  that  all  was. 
(1791,  ch.  45) 


usually  practiced,  was  to  reserve  to  the  state  in  each  bank 
charter  granted  the  privilege  of  subscribing  at  par  to  a 
certain,  and  usually  a  goodly,  number  of  shares  in  such 
banlc,  the  subscription  to  be  made  at  the  state's  conve- 
nience.  By  this  means  the  state  was  enabled  to  invest  its 
funds  in  such  institutions  as  should  prove  their  worth  and 
at  par  when  the  stock  of  the  bank  invested  in  was  at  a  con- 
siderable premiurri.   The  rates  of  dividends  paid  b;'  these 
banks  were  naturally  subject  to  more  or  less  fluctuation, 
but  upon  the  whole  this  form  of  investment  proved  very  pro- 
ductive, returning  over  a  period  of  forty  years  an  average 
dividend  of  over  six  per  cent. 

V/ith  an  ample  income  thus  assured  from  invested  cap- 
ital there  was  no  incentive  to  increase  the  sources  of  rev- 
enue, and  no  attempt  v;as  made  to  do  so.   The  existing 
sources  v^ere  allov;ed  to  continue  without  change,  but  these, 
as  has  been  noted,  v/ere  few  in  nunriber,  of  almost  no  burden, 
and  excusable  on  other  than  fiscal  grounds.   Maryland  had 
practically  realized  the  millenial  condition  of  a  govern- 
ment supported  without  taxation.   Absence  of  taxation  and 
of  revenue  legislation  was  the  mark  of  the  first  quarter 
century  of  the  state's  history  -  a  fortunate  thing  in  it- 
self but  productive  of  much  later  evil.   At  first , exemption 


from  taxation  had  been  accepted  by  the  people  as  a  happy 
relief  froia  the  burdens  of  the  Revolution,  then  a  feeling 
was  bred  that  such  was  the  nonr^al  condition  of  things,  vin- 
til,  finally,  with  a  new  generation,  taxation,  especially 
direct  taxation,  becairje  to  the  popular  mind  a  thing  intol- 
erable.  "Capital  Stock"  v/as  made  a  fetish  of.   The  main 
endeavor  was  to  preserve  "the  capital  of  the  state  v/hich 

had  been  accxanulated  by  the  economy  and  foresight  of  our 

(1) 
ancestors."    Such  a  policy,  of  course,  could  not  survive 

any  extraordinary  derriand  upon  the  treasury,  such  as  occur- 
red at  the  outbreak  of  the  War  of  1812,   For  a  time  the 
blow  Y^as  postponed  by  a  temporizing  policy  of  borrov/ing, 
but  sooner  or  later  the  loans  had  to  be  repaid  with  inter- 
est.  To  do  so  the  capital  stock  was  violated,  but  grudg- 
ingly, and  in  full  expectation  that  it  v/ould  soon  be  re- 
stored to  its  foiTTier  condition. 

The  desire  to  avoid  taxation  and  to  accumulate  a 
"Capital  Stock"  acted  as  a  compelling  restraint  upon  ex- 
travagance of  appropriation.   Because  of  it  the  extension 
of  the  state's  ac  tivities  proceeded  very  slowly.   The  en- 
deavor was  to  restrict  the  functions  of  the  state  as  far  as 
possible  to  those  of  bare  adiranistration  and  to  leave  the 
perfonnance  of  all  other  public  services  to  the  countf'y  or 
(1)   Proceedings  of  House  of  Delegates,  1813,  pp.  37-39. 


town  governments,  although  these  bodies  were  still  denied 
powers  adequate  to  the  task.   Thus,  when  the  demand  for 
state  encouragement  of  a  free  school  system  becaxne  so  pres- 
sing that  it  could  no  longer  be  neglected  by  the  legisla- 
ture, the  aid  finally  given  was  not  in  the  form  of  a  direct 
appropriation  but  by  the  indirect  method  of  a  special  fund 
-  the  bank  tax  -  which  was  regt-rded  and  treated  as  entirely 
distinct  from  the  ordinary  accounts  of  the  Treasury. 

The  adniinistrative  expenses  underwent  little  or  no 
change.   Salaries  remained  almost  stationary,  and  the  only 
nev/  salaried  office  created  was  that  of  a  "Trustee",  v/hose 

sole  duty  was  the  management  of  the  state's  holdings  of 

(1) 
United  States'  Stock.    The  annual  session  of  the  legisla- 
ture tended  to  become  more  expensive,  but  the  increase  was 
as  yet  ver^'-  gradual.   The  Judicial  system  of  the  state, 
however,  underv/ent  radical  alteration,  with  consequent  ef- 
fect upon  the  cost  of  that  department.   The  first  change 

(2) 
v>ras  made  in  1797,   when  in  place  of  the  fonner  s^z-stem  of 

county  courts,  the  state  was  divided  into  five  districts, 
each  v/ith  a  cnief  justice  and  two  associate  justices.   The 
cost  of  the  new  establishnient  was  laid  upon  the  counties. 

(1)  Maryland  Laws,  1790  ch,  ^/ 

(2)  Idem.  1796,  ch,  //^  5 


(1) 

In  1806   another  change  was  made.   The  state  v/as  redivided 
into  six  districts,  the  fonrier  General  court  and  Court  of 
Appeals  abolished,  and  all  appelate  jurisdiction  transfer- 
red to  a  nev^  court  of  appeals,  composed  of  the  chief  jus- 
tices of  the  six  districts.   Under  the  new  system,  hovifever, 
all  salaries  v;ere  paid  out  of  the  state  ti-easury,   Tha  sep- 
arc*-fce  orimino.l  court  previously  granted  to  Baltimore  coun' 
ty-   the-  eoux-t  of  'Oyr^v   and— Tewttifi^r  and  Gaol  Lclivei-T — - 
allowed  tc  continue,  but  in' icncptng  with  the  now  puliuj;  4.hi. 
salary  cf  ataiir<rhi-of-'tj  uotiiiO"»w>i!i  mado  a   Dtatio  gnai'gai 

The  first,  and  for  long,  the  only  important  dejjart- 
ure  from  the  x'ule  of  limiting  the  state's  financial  activ- 
ities to  those  of  udiTiinistration,  was  the  authorization  of 

a  State  Penitentiary  in  1805.   The  movement  for  prison  re- 

(3) 
form  v/hich  swept  over  the  country  at  the  beginning  of  the 

century  found  in  the  prison  system  of  Maryland  a  fitting 
subject  for  its  ministrations.   There  was,  indeed,  an  ab- 
sence of  system.   The  jails  were  county  institutions;  their 
character  and  irtcnner  of  conduct  dependent  upon  the  whims  of 

individual  sheriffs.   No  special  buildings  were  supplied, 

(4) 
and  those  in  use  were  poorly  equipped  and  badly  managed. 

____^^_       ^_.       „  _  ^  _  _^^^„^  __„  ^   .„    „„._,____ 

(1)   Maryland  Laws,  ISOJ  ch,  t>j;^  {^ — Mdrr-^iaurs,  18  -  ch. 
(■a)   Maryland  Journal,  1796,  July  6. 

(A)   Governor's  Message,  1796.   Printed  in  Maryland  Gazette 
(Annapolis)  1796,  Nov.  24. 


No  thought  v/as  given  to  the  possibility  of  refomrdng  the 

criminal.   Offenders  of  c^ll  classes  v/ere  hoarded  together 

indiscriminately,  to  the  moral  hanri  of  lesser  offenders  and 

to  the  injury  of  the  public  interest.   To  ameliorate  this 

(1) 
condition  the  Legislature  in  1805  authorized  the  estab- 

lishriient  of  a  central  penitentiary,  in  v;hich  the?  nev/  re- 
formatory principles  might  be  tested.   By  1812  suitable 
buildings  hao.  been  provided  for  the  productive  emv'J.oyrrient 
of  the  prisoners.   The  total  expenditures  for  this  purpose 

amounted  to  $110,000,  all  of  which  had  been  provided  out  of 

(2) 
current  revenues.    The  Legislature,  although  influenced  in 

this  undertaking  largely  by  humane  ideas,  did  not  antici- 
pate that  the  penitentiary  would  be  a  source  of  expense  to 
the  state.   On  the  contrary,  it  was  believed  that,  after  a 
reasonable  initial  outlay,  the  new  institution  would  sup- 
port itself  from  the  sale  of  articles  manufactured  by  the 
prisoners,  and  v/ould  ultiiriately  yield  an  oCtual  profit. 

(1)  Maryland  Laws,  1805,  ch. 

(2)  Proceedings  of  House  of  Delegates,  1821,  pp.  98,99. 


CHAPTER  III,   PERIOD  OF  INDIRECT  TAXATION. 

A  second  period  in  the  state's  financial  history  be- 
gan with  the  payment  of  the  war  loans  in  1817.   By  that  op- 
eration the  capital  of  the  state  was  reduced  by  $436  000 
and  its  annual  income  by  the  amount  of  the  interest  thereon- 
|26'i60.   Nor  was  this  the  only  effect  of  the  war  upon  the 
public  revenue.   The  business  depression  following  upon  the 
war  bore  hardly  upon  the  banks  of  Maryland.   Some  were  forc- 
ed to  suspend;  others  warded  off  the4r  fate  by  reducing 
their  capitals.   The  state  had  $516,100  invested  in  the 
capital  stocks  of  certain  of  these  institutions,  and  up  to 
181S  had  been  rewarded  by  annual  dividends  averaging  more 
thajn  nine  per  cent.   By  suspension  and  capital  reduction 
this  was  now  reduced  to  less  than  five  per  cent,  represent- 
ing a  money  loss  to  the  state  of  over  $20  000  a  year.   As 
it  iiappened,  this  decrease  in  revenue  v/as  accentuated  by  an 
almost  coincident  increase  in  expenditure.   The  latter  phe- 
nomenon, however,  was  neither  so  sudden  nor  of  such  imrr»e- 
diate  importance  as  the  fonrier,  nor  can  it  be  s«  ascribed 
so  distinctly  to  the  war.   It  represented  rathel'  a  relax- 
ation of  the  old  spirit  of  economy.   Conditions  were  shap- 
ing for  a  broader  view  of  the  question  of  the  state's  rela- 


tion  to  the  public  service. 

The  effect  of  these  opposing  movements  -  decreasing 
receipts,  increasing  expenditures  -  was  to  change  complete- 
ly the  old  order  of  things.   From  a  condition  in  v/hich  the 
chief  problem  had  been  to  dispose  of  an  accumulating  sur- 
plus, the  Treasury  was  suddenly  reduced  to  a  condition  of 
deficit.   At  first  the  Legislature  tried  to  gloss  over  the 
fact  that  there  v/as  a  permanent  deficit  by  further  borrov/ig 
from  the  banks  and  by  other  temporary  devices.   These  fail- 
ing it  became  necessary  to  revise  the  whole  revenue  system. 
Taxation  was  revived,  but  in  so  doing  the  Legislature  acted 

fitfully,  unwillingly  and  with  an  overwhelming  prejudice 

(1) 
against  direct  taxation.   For  a  while  indeed  even  a  mod- 
ified direct  tax  had  to  be  resorted  to,  but  it  was  sirall  in 
amount,  short-lived  and  offered  in  a  form  as  inoffensive  as 
X^ossible.  With  this  exception  the  new  financial  measures 
carefully  avoided  any  semblance  of  direct  taxation.   The 
field  of  the  license  tax  was  broadly  extended,  and  such 
non- taxing  revenue  measures  as  a  state  lottery  system^ par- 
ticularly favored.   By  these  means  the  revenues  were  in 
time  made  equal  to  the  ordinary  expenditures.   The  Legis- 
lature, however,  was  slow  to  grasp  the  perrrianent  character 

(1)   Governor's  Message,  1820,   (Niles*  Register,  vol.  18, 
p.  131) 


of  the  changed  conditions.  The  ideal  of  a  non- taxing  state 
govermrient  atill  held  sway.  The  new  taxes  imposed  v/ere  for 
long  regarded  as  temiiorary,  a  necessary  evil  to  be  borne 
until  sorne  streaJc  of  fortune  should  restore  the  Treasury  to 
its  former  condition  of  surplus.  The  heavy  investment  rrit'.de 
by  the  state  in  internal  improvement  companies  v/as,  in  one 
view,  but  an  expression  of  this  desire,-  a  means  of  sudden 
enrichiTient. 

During  the  latter  half  of  the  period  nov/  under  re- 
view this  question  of  state  aid  to  internal  improvements 
enters^and  in  time  becomes  the  doniinating  factor  in  the  pub 
lie  finances.   For  several  reasons,  however,  the  discussion 
of  this  important  topic  can  be  conveniently  and  logically 
postponed.   In  the  first  place,  the  money  expended  in  im- 
provement ventures  was  derived  entirely  from  the  issue  of 
long  term  bonds,  the  interest  charge  of  which  did  not  become 
a  serious  burden  until  nearly  the  end  of  the  period.   And, 
in  the  second  place,  so  firmly  rooted  was  the  t'arly  belief 
that  these  investments  would  be  self-supporting,  that  even 
when  they  failed  to  become  so,  the  Legislature  comforted 
itself  with  chimerical  hopes,  and  for  a  long  while  refused 
to  recognize  the  true  situation.   Thus  up  to  the  collapse 
of  the  whole  movement  in  1841  the  financial  legislation  of 


state 
the^v/as  affected  in  little,  if  any^  degree  by  the  introduc- 
tion of  the  new  policy.   In  the  intervening  tiir.e  the  ordi- 
nary business  of  the  treasury  was  conducted  distinct,  as  it 
were,  from  the  business  of  internal  improvements, 

NEW  FORMS  OP  TAXATION. 
County  Assessments. 

The  need  for  immediate  revenue  forced  the  Legisla- 
ture in  1821  to  the  extremity  of  a  direct  tax.   It  was  in- 
tended simply  as  a  temporary  measure,  to  be  dispensed  v/ith 

as  soon  as  other  means  could  be  devised  for  relieving  the 

(1) 
treasury  distress,   and,  in  fact,  was  in  operation  only 

five  years.   Two  inethods  of  levying  such  a  tax  suggested 
theiTiselves :   first,  the  usual  one  of  a  direct  percentage 
tax  upon  the  value  of  the  real  and  personal  property  within 
the  state;  and,  second,  the  !>iore  indirect  method  of  levying 
specific  lun.p  assessments  upon  the  several  counties,  leav- 
ing to  those  bodies  the  labor  of  collection.   Almost  with- 
out dispute  the  county  assessment  system  was  determined  up- 
on.  The  ir»anifest  weakness  of  such  a  system  was  that  the 
apportioniTient  of  the  assessments  arrcng  the  counties  would 

(1)  Proceedings  of  House  of  Delegates.   Report  of  Ways  and 
Means  Couimittee,  1821,  p. 56. 


necessarily  be  more  or  less  arbitrary,  but,  on  the  other 

nand,  there  were  plausible  reasons  in  its  favor.   In  the 

first  place  it  would  render  unnecessary  the  difficulty  and 

expense  of  a  ne\i   general  assessment.   No  property  tax  had 

been  imposed  by  the  state,  and  in  consequence  no  ^-eneral 

assessment  had  been  made,  since  the  close  of  the  Revolution; 

and  the  c^ssessments  used  by  the  local  governments  for  the 

levy  of  local  taxes,  although  niade  by  legislavive  sanction 

(1) 
and  in  conforadty  to  standing  acts,  had  been  too  irregular 

and  differed  too  greatly  in  details  to  form  a  basis  for  a 
state  levy.   In  the  second  place,  and  what  appealed  more 
strongly  to  the  temper  of  the  time,  a  new  general  assess- 
ment, with  the  resulting  machinery,  savored  too  much  of  a 
permanent  institution. 

As  a  basis  for  the  apportionrrient  ainong  the  counties 
of  the  amount  assessed  by  the  act  of  1821  the  proportion 
table  used  by  the  Federal  governirient  in  levying  the  war 
taxes  of  1813-181 b  was  bodily  adopted.   That  table  had  been 
prepared  by  United  States  agents  in  the  hurry  of  v/ar  and  viu, 
doubtless  very  defective.   But  even  assuming  its  correct- 
ness at  the  time  of  its  preparation  the  important  changes 
that  had  since  taken  place  in  the  relative  grov/th  of  the 
several  counties  rendered  it  an  extremely  inequitable  basis 
(1)   Laws  of  Md.  :k7-H&^~-iUu ct«d  18 \  2  ch,  191 


(1) 

of  taxation.   Notv/ithstanding  this,  the  saiTie  scheme  of  ap- 

(2) 
-uortionir.ent  vms  adhered  to  in  the  assessment  of  1822,    and 

(3) 
v/ith  slight  chtanges,  and  these  without  sound  reason,   in 

(4) 
the  assessirtents  of  the  three  succeeding  years.   That  it 

was  little  objected  to  was  probably  due  to  the  comparative 
gmallness  of  the  amounts  assessed.   The  largest  suiri  demand- 
ed of  any  one  county  was  only  $19,468.00  -  for  Baltimore 
county  in  1822,-  and  the  smallest  only  5^320. QQ-f or  Caroline 
county  in  1825. 

In  form  and  phraseology  the  successive  acts  were  al- 
most identical.   The  Levy  Court  of  each  county  was  simply 
directed  to  levy  upon  the  assessible  property  within  its 
jurisdiction. u  stated  sum  of  money,  clear  of  expenses,  to 
be  collected  in  the  sanie  manner  as  the  ordinary  county 
taxes,  and  to  be  paid  to  the  state  treasurer  within  a  spec- 
ified period  of  time.   Kxtra  bonds  were  required  of  the 
county  collectors,  e^nd  strict  penalties  provided  for  neg- 
ligence.  As  the  Levj--  Courts  v/ere  appointed  by  and  respon- 
sible to  the  central  governrrient  there  should  have  been  no 

(1)  Proceedings  of  House  of  Delegates,  1823,  p. 97.   For 
table  see  Niles*  Register,  1813. Sept. 11. 

(2)  Md.  Laws,  1822,  ch.  139. 

(3)  By  1823  ch.  150  the  several  assessirtents  were  slightly 
uiore  than  Goubled;  but  in  case  of  Baltimore  county  was  only 
increased  1  2/3  times  and  in  case  of  Washington  co.  2  l/2 
times.     (4)  Md.  Laws,  1823,  ch.  150;  1824,  ch.  159;  1825, 
ch.  141. 


difficulty  in  enforcing  prompt  accounting,  but  owing  prima- 
rily to  the  customary  indulgence  of  the  state  tov*ard  its 

(1) 
debtors,    the  returns  v/ere  very   irregular,  and  some  25^  of 

the  total  aniount  levied  v/as  never  collected  at  all.   This 
is  ahown  in  the  following  table  which  gives  the  amounts  as- 
sessed uj.on  the  counties  by  year  and  the  aniounts  collected 
during  the  course  of  the  corresponding  fiscal  year: 


Amounts  assessed  by  Act  of 

1821  $30,357.00 

1822  60,714.00 

1823  60,557.00 

1824  40,371.33 

1825  20,185.66 


Collected  by  Dec.  1.  of 

1822  $2,544.00 

1823  9,138.00 

1824  52,827.29 

1825  40,786.90 

1826  33,357.63 

1827  -  32,399,57 


Total  As- 
sessment $212,184.99 
171,053.39 


Total  col- 
lected ;U71,053.39 


Uncollected  41,131.60 


(1)   Proceedings  of  House  of  Delegates,  1823,  p.49j  1822, 
p.  23,Kd.  Laws,  1822.   Reyolution  19.   1823,  ch.20o,   1824, 
ch.  151.   1825,  ch.  216.   1825,  Resolutions 28,  42,  80  and 

87.  I  fx(^     ^^^JUJbL^     $Q. 


License  Taxes« 
The  comparatively  little  use  previously  made  of  the 
license  tax  offered  a  tempting  opportunity  to  the  Legisla- 
ture in  its  search  for  indirect  methods  of  taxation.   The 
opportunity  was  c. vailed  of,  and  the  cecade  succeeding  1819 
v/itnessed  a  sudden  and  broad  extension  of  the  license  prin- 
cipal.  The  license  taxes  already  in  force  were  continued, 
in  most  cases  increased,  and  a  nuiriber  of  new  forms  were  in- 
troduced.  Prom  this  time  dates  the  license  tax  as  applied 
on  the  Bouthei'n  principal  as  a  general  business  tax. 

Traders.   The  extension  of  the  license  tax  to  merchants 
as  a  class  was  a  rtiatter  of  gradual  development.   The  first 

step  was  taken  in  1820,  when  a  license,  of  very   moderate 

(1) 
cost  (^8),  was  required  of  "Retailers  of  Dry  Goods".   Under 

this  term,  however,  was  comprehended  only  those  dealing  in 

wares  of  foreign  production,  and  importers  selling  in  the 

original  package  were  specifically  exempted.   The  wording 

of  the  act  was  sufficiently  broad  to  include  dealers  by 

v/holesale  as  well  as  by  retail,  but  this  v;as  aj^parently  not 

the  intention.   Two  years  later  a  supplementary  act  brought 

importers  and  wholesalers  within  the  provisions  of  the 

(1)   Md.  Laws,  1819,  ch.  184. 

^ — Idem.  1821,  eh.  24G,  antJr^:ft24T- eh.  IDS . 


(1) 

fonrier  act,  but  at  a  much  higher  license  charge  ($50). 
The  legality  of  the  tax  upon  importers  selling  in  the  orig- 
inal package  was  irrdried lately  questioned.   The  tax  was  af- 
finried  by  the  Maryland  Court  of  Appeals,  but,  on  appeal  to 
the  United  States  Supreme  Court,  it  was  held  that  such  a 
tax  violated  that  section  of  the  United  States  Constitution 
which  denied  to  the  state  the  pov^er  to  levy  iiTiport  or  ex- 
port duties,  as  v/ell  as  the  section  vesting  Congress  with 
control  over  foreign  corrarierce.   The  Court  argued  that  the 
Constitution  conferred  upon  the  United  States  Governir»ent 
exclusive  power  of  levying  import  duties;  that  the  payirient 
of  such  duties  by  the  importer  implied  in  him  a  right  to 
sell  in  some  form  or  other;  that  sale  in  the  original  pack- 
age was  the  most  convenient  expresr>ion  of  this  i-ight;  and 
that  a  license  tax  upon  importers  was  really  a  tax  upon  im- 
ports and  therefore  unconstitutional.   The  state,  of  course 
could  not  be  aenied  indefinitely  the  pov/er  of  taxing  goods 
simply  because  they  had  been  imported  at  some  remote  peri- 
od, and  this  power,  in  the  Court's  opinion  caine  into  play 
as  soon  as  such  goods  lost  their  character  of  imports  by 
being  "incorporated  or  mixed  with  the  mass  of  property"  in 
(1)   Maryland  Laws,  1821,  ch.  246,  and  1824,  ch.  158. 


(1) 

the  coun1?y.    This  somewhat  indefinite  phraseology  irieant, 
evidently,  that  "incorporation"  would  take  place  v/henever 
the  original  package  was  broken  or  the  goods  had  passed 
from  the  hands  of  the  original  importer.   The  decision  was 
of  considerable  financial  irr.portance  to  Maryland,  as  the 
license  tax  in  question  would  have  been  very  px'oauctive, 
ov;ing  to  the  large  and  rapidly  growing  foreign  cominerce  of 
Baltimore  City. 

In  1S2S  a  more  comprehensive  law  was  enacted.   Under 
it,  no  one,  except  the  actual  producer,  v/as  periuitted  to 
sell  wares  of  any  description,  whether  by  retail  or  .hole- 
sale,  -whether  of  foreign  or  domestic  production,  without 

(2) 
first  obtaining  a  license  (^;12).    A  higher  rate  ($18) 

liowever,  was  exacted  from  Keepers  of  Ordinances,  and, with 
some  exceptions,  all  otiier  retailers  of  spirituous  or  fer- 
iiiented  liquors  in  quantities  less  than  a  pint.   The  sher- 
iffs were  x-equired  to  inake  returns  of  all  trades  subject  to 
the  law,  and  v/ere  given  incentive  for  strict  accounting  by 
allov/ing  them  a  fee  for  each  license  taken  out  v^hich  was 
upon  their  lists.   Itinerant  traders  -  hawkers  emd  pedlars  - 
v/ere  not  included  within  this  law. 

(1)  Brown  v.  Maryland,  12  Wheaton  419.  (chief  Justice 
Marshall  J'landed  dov/n  the  opinion). 

(2)  Maryland  Laws,  1827,  ch,  117. 


This  system  of  a  uniform  license  charge,  hov/ever, 

v;as  superseded  in  lRo2  by  the  more  usual  one  of  adjusting 

(1) 
the  charge  to  the  magnitude  of  the  business  conducted.   The 

cost  of  the  license  was  now  graduated  according  to  the 

amount  of  stock  on  hand  at  the  principal  season,  the  rates 

varying  from  ,^12.  for  stock  worth  less  than  ^^1,000.  to  ,^^50 

for  stock  worth  over  sS30,000.   As  usual,  nov/ever,  keepers 

of  ordinance  ,  taverns,  etc«,  were  accorded  special  treat- 

inent,  such  persons  being  required  to  pay  a  5  X  tax  upon  any 

excess  above  $500.  in  the  annual  value  of  their  places  of 

(2) 
business,  in  addition  to  the  x*egular  trader's  license. 

Auctioneers.    The  auctioneer's  license  tax  was  the  re- 
sult of  the  diversion  of  the  tax  on  auction  receipts  from 
the  Baltimore  City  Treasury  to  that  of  the  state.   The  City 
of  Baltimore  since  the  second  year  of  its  incorporation  had 
imposed  a  tax  upon  the  receipts  of  auctioneers,  acting  ap- 
parebtly  upon  the  general  authorization  of  its  chai'ter  "to 

provide  for  licensing  and  regulating  auctioneers  and  pavm- 

(3) 
brokers."    The  proceeds  of  this  tax  had  been  applied,  at 

(4) 
least  in  great  part,   to  deepening  and  cleaning  the  harbor, 

(1)  Hd,  Laws,  1831,  262,  The  suggestion  of  such  a  change 
had  been  made  as  early  as  1823,  Procof  House  of  Delegates 
1822,  pp,46,47.     (2)   Cf,  Md,  Laws,  1833,  ch,  266, 

(3)  Hollander,  Financial  History  of  Baltimore,  p,77, 

(4)  Proc,  House  of  Delegates,  1819,  p. 70;  1826,  p,403. 


a  measure  which  the  city  party  claiiried  was  "not  only  of  im- 
mense imi^oi'tance  to  the  city  but  to  the  state  at  lai-ge," 

Notv/ithstanding  such  arguments  the  legislature  had  fre- 

(1) 
quently  discussed   the  advisability  of  converting  this 

soui'ce  of  revenue  to  the  uses  of  the  state,  and  v/ith  the 

financial  stringency  following  the  v^^ar  the  temptation  could 

no  longer  be  x-esisted,   A  tax  of  one  per  cent.,  the  same  as 

that  previously  itiiposed  by  the  city,  was  levied  upon  all 

sales  at  public  auction,  and  the  privilege  of  conducting 

such  auctions  v/as  confined  to  auctioneers,  appointed  by  «^ 

(2) 
governor  and  council.     The  nuinber  of  these  auctioneers 

v/as  limited  to  tv/enty.   They  were  required  to  take  out  an- 
nual licenses  ($750),  and  render  accounts  to  the  city  court. 
Auctioneers  of  special  classes  of  goods,  such  as  books, 
prints,  horses  and  carriages,  v/ere  subjected  to  a  lesser 
tax.   respite  the  monopolistic  character  of  this  nev/  system 
it  has  continued  in  its  main  features  dovm  to  the  present 
day. 

In  mitigation  of  the  loss  to  Baltimore  of  the  auc- 
tion duties  the  annual  suin  of  ;4;20  000  v/as  promised  that 
city  for  the  purpose  of  improving  its  harbor. 

(1)  Proceedings  of  House  of  Delegates,  1816  (back).   Md.  • 
Laws,  1821.   Resolution,  Jan.  13. 

(2)  Md.  Laws,  1827,  ch.  111.   1828,  ch.  148. 


hawkers  and  Pedlars.    The  curious  prejudice  against 

"hawkers  and  pedlars",  by  force  of  which  such  persons  had 

from  an  early  time  been  subjected  to  an  extravagant  tax. 

snowed  no  sign  of  diminution.   On  the  contrary  the  tax  v/as 

increased^and  financial  considerations  wrere  sacrificed  to 

this  feeling  of  antipathy.   In  lvS20  the  charge  for  a  "hawk- 
ID 
er's  and  Pedlar's  license  v/as  raised  to  $40,    and  somev/hat 

later  a  law  of  utmost  stringency  was  directed  toward  per- 
sons of  this  occupation.   The  license  charge  v/as  increased 
to  |i50  for  pedlars  using  one  horse  and  to  $60  for  those 
using  tv/o,  the  rate  for  foot-pedlars  being  continued  at  the 
earlier  figure;  the  privilege  of  such  license  was  not  to 
extend  beyond  the  limits  of  the  "shore"  wherein  issued;  the 
license  had  to  be  carried  and  shown  on  demand;  and  swift 

penalties  v/ere  provided  for  the  slightest  violation  of  the 

(2) 
law. 


Billiard  Tables,   A  license  tax  upon  billiard  tables  for 

{■6) 
the  benefit  of  the  counties  had  been  early  autiiorized;   and 

titer  several  cities  and  towns  had  been  accustomed  to  derive 

revenue  froru  this  source.   But  no  attempt  was  made  to  levy 

(4) 
such  a  tax  for  the  use  of  the  state  prior  to  1825.    The 

(1)   Md,  Laws,  1819,  ch,   40,   (2)  Idem.  1840,  ch.  154, 

(3)  Md.  Laws,  1798,  ch,  113  (  $50) 

(4)  Md.  Laws,  18^4,  ch.  64, 


imposition  of  the  present  state  tax  ($100),  >iov^ever,  did 
not  deprive  tne  local  bodies  of  the  power  of  imposing  an 
additional  tax  upon  the  same  objects. 

(i; 

Attorneya-at-Law.   In  1.S22  an  interesting  resolution  was 

passed  by   wnich  attorneys-at-lav/  were  required  to  take  out 

an  aiinual  license  (.^5.00)  the  proceeds  of  v;hich  v/ere  to  be 

subject  to  the  order  of  trustees  for  the  benefit  of  Luther 

Martin,    The  resolution  was  probably  unconstitutional, 

being  a  use  of  the  taxing  power  for  private  purposes,  but 

(3) 
it  was  rescinded  before  its  legality  was  questioned,  al- 

tnough  not  before  it  had  been  actually  enforced  for  nearly 

a  year, 

(4) 
Note-Brokers  and  Dealers  in  Lottery  Tickets,   In  1S19  a  lav/ 

v/as  passed  requiring  all  brokers  engaged  in  buying  and 
selling  bank  notes  Oi-  lottery  tickets  to  obtain  an  annual 
license  costj.ng  five  hundred  dollars  in  addition  to  bonding 
to  the  state  for  $20,000,  and  subscribing  to  a  most  string- 
ent oath.  The  object  of  these  extravagant  requirements  was 
social  rather  than  financial  -  to  drive  out  of  business  the 
class  of  men  known  as  note-brokers,  who  had  risen  as  usual 

(1)  Md,  Laws,  1821,  Resolution,  60. 

(2)  It  v/as  to  cease  at  the  death  of  Martin, 

(3)  Md.  Laws,  1822.  Resolution  16. 

(4)  Md.  Laws,  1818,  ch.  210, 


during  a  period  of  general  suspension  of  specie  payn.ents 

(1) 
among  the  banks  of  the  country.    No  revenue  v/as  received 

under  this  law,  nor  indeed  were  any  applications  made  for 

its  benefit.   Three  years  later  a  less  stringent  act  was 

passed  for  trie  licensing  of  dealers  in  lottery  tickets,  but 

as  this  is  associated  v/ith  the  general  lottery  legislation 

it  can  be  better  treated  later. 

Partner snips.    The  act  of  1826,  authorizing  limited  part- 
nerships, provided  that  such  companies  should  take  out  an 

annual  license  for  wnich  they  were  to  pay  1/2  of  1/4  of  the 

(2) 
capital  furnished  by  the  special  partners. 

Miscellaneous  Licenses.   Besides  the  regular  business  li- 
censes above  enumerated  certain  other  transitory  occupia- 
tions  v/ere  subjected  to  similar  restrictions.   Thus  owners 
or  occupants  of  fisneries  were  granted  licenses  for  the 

sale  of  liquors  and  other  comrrtodities  during  the  fishing 

(3) 
season  ($6.);   a  license  was  required  for  selling  spirit- 

(4) 
uous  liquors  at  iiorse  races;    and  a  similar  provision  was 

inade  for  militia  nrusters. 

(1)  Bryan,  "History  of  State  Banking  in  Maryland",  p. 54. 

(2)  Md.  Laws,  1825,  ch.  113,  section  15. 

(3)  Md.  Laws,  1325,  ch.  110;  1825,  ch.  214  (&ec-,->-^);  1828, 
ch.  95.  ^ 

(4)  Idem.,  1824,  ch.  145;  ch.  1828,  95. 


Issues  of  Licenses  and  Collection  of  the  Tax,   Under  the 
system  existing  prior  to  1818  the  issue  of  licenses  and  the 
collection  of  the  tax  thereon  were,  with  the  exception  of 
the  marriage  license,  distinguished  between  two  authori- 
ties, tne  judges  or  clerks  of  the  county  courts  being  vest- 
ed v/itn  the  authority  of  issue  while  the  sheriffs  were  re- 
sponsible for  the  collection  of  the  tax  and  the  pa^Trient  of 
the  proceeds  into  the  treasury.   This  v;as  the  rule  even  in 
certain  cases  when  payment  v/as  first  rr»ade  to  the  clerk.   As 
the  sheriffs  v/ere  local  officers,  not  directly  responsible 

to  the  state  ana  frequently  insolvent,  this  division  of 

(1) 
duty  led  to  unnecessary  confusion  and  loss.    This  the  li- 
cense laws  passed  after  1818  endeavored  to  correct  by  pro- 
viding usually  that  the  clerks  of  the  county  court  should 

receive  and  account  for  the  tax  as  vvell  as  issue  the  li- 

(2) 
censes,    A  similar  provision  was  made  to  apply  to  the  li- 
cense taxes  ali-eady  in  force  and  v/hich  had  jiireviously  been 

(3) 
collected  by  the  sheriffs.    The  exception  luade  to  this 

rule  in  three  cases  -  the  license  taxes  upon  note  brokers, 
auctioneers  in  Baltimore  City,  and  dealers  in  lottery  tick- 
ets -  was  due  to  peculiar  circumstances  of  each,  which  ren- 
dered it  advisable  to  place  the  adiriinistration  of  the  law 

(1)  Proc,  House  of  Delegates,  1816,  p,  14, 

(2)  Md,  Lav/3,  1824,  ch,  148. 

(3)  Md.  Laws/<*'*c1rl.  148. 


more  strictly  under  the  control  of  the  state  executive.  In 
their  form  and  in  their  penalties  for  violations  the  sev- 
eral la.ua   v/ere  quite  similar.   The  term  of  every  license 
was  restricted  to  a  year;  lists  of  those  to  whom  licenses 
virere  issued  were  forwarded  to  the  sheriffs  and  grand  jiu^ors 
for  the  purpose  of  punishing  violations;  and  in  some  cases 
the  lists  were  published  in  the  nev/spapers. 


Corporation  Taxes. 
Banks.    In  1835  a  general  extension  of  bank  charters 
agtiin  took  i-lace,  similar  to  that  provided  for  in  the  i.ct 
of  1813.    On  this  occasion,  likewise,  the  banks  were  re- 
quired to  pay  for  the  privilege.   The  old  tax  of  t'.venty 
cents  per  ^100.  of  capital  stock  yius   continued,  anc'.  in  ad- 
dition a  new  tax  was  imposed  -  the  fa;:dliarly  knovm  "bank 

(2) 
bonus",    Tnis  bonus  was  a  fixed  sun*  assessed  upon  each 

bank,  payable  in  three  annual  instalments,  and  v/as  required 

from  newly  chartered  banks  as  v/ell  as  from  those  whose 

(3) 
charters  -were  extended.    The  amount  varied:  for  newly 

chartered  banks  it  was  3  3/4  X  upon  their  capitals;  for  the 

extension  of  the  charters  of  county  banks  it  was  1  l/2  X 

upon  their  capitals;  for  the  banks  of  Baltimore  City,  whose 

charters  were  extended  it  v/as  a  luiup  assessment  of  $75  000 

upon  all  of  them  together.   The  adoption  of  this  form  of 

tax  v/as    i.he    i-esult   of  a  pressing  deinand  for   revenue.      The 

treasury  was   in  oistress   at   the    time,    and  a  large    iaimediate 

return  was   considered  more   important   than  a  penrianent   tax 

wxiich  in  the   long   run  would  have   been  more  productive. 

In  1818  a  special  tax  was  imposed  upon  bunks  oper- 

(1)  With  the  exception  of  those  -which  by  act  of  1821  had 
been  extended  to  1845, 

(2)  In  a  few  cases  Insurance  Companies  were  subjected  to 
the  same  taxes  as  those  levied  upon  banks.   Md.  Laws.  1835, 
ch,  240.   Idem,  1838,  ch,  289, 

(3.)   Various  bank  acts  of  sessions  1834,1835  and  1836, 


(1) 

ating  in  Maryland  v/ithout  having  obtained  a  state  charter. 
The  tax  was  a  political  measure,  aimed  at  the  p.altimore 
Branch  of  the  United  States  sank,  and  was  almost  immediate- 
ly declared  unconstitutional  by  the  Supreme  court  of  the 

(2) 
United  States  in  tae  case  of  fIcCulloch  v.  Maryland. 

Baltiirtore  and  Washington  Branch  Railroad.   The  internal 
improvement  enthusiasni  of  the  years  from  1825  to  1840 
brought  into  being  a  score  or  jnore  of  lf..rge  joint  cotripanies 
and  gave  the  first  ojjportunity  for  an  extensive  opportunity 
for  an  extensive  apjjlication  of  a  corporation  tax.   No  at- 
tempt, however,  v/as  made  to  turn  the  opportunity  to  such  an 
account.   The  policy  of  the  Legislature  v/as  to  encourage  as 
far  as  possible  all  improvement   undertakings,  and , so  far 
from  burdening  them  ^to  relieve  theiu  of  all  unnecessary  ex- 
pense.  The  only  exception  made  was  in  the  case  of  the  Bal- 
timore and  Washington  Branch  of  the  Baltimore  and  Ohio 

Railroad.   Upon  this  road  the  heavy  tax  of  one-fifth  of  the 

(3) 
gross  passenger  receipts  v/as  imposed;    but  for  what  reas-- 

ons  this  exception  was  iriade  does  not  appear.   The  tax  in- 
deed v/as  in  the  nature  of  an  after-thought.   The  original 

(4) 
act  authorizing  the  road  made  no  reference  to  a  tax  of  any 

(1)   Md.  Laws,  1817,  ch.  156.        (2)   4  Wheaton,  316, 
( i )  y^d.  toj^^,. }  ^  3  ^  ,  cX.  n<f- 

(4)   Md.  Laws,  1830,  ch.  158.   Supplement  1831,  330. 


kind.    It  was  only  in  a  later  revision  of  t,he  act  that  the 
tax  i/rovision  v;as  inserted,  in  compensation  apparently  for 

the  surrender  by  the  state  of  certain  privileges  previously 

(1) 
reserved.    In  any  case  tnis  exaiai>le,  although  a  niost  prof- 
itable one,  had  no  influence  in  the  chartering  of  other  irn- 
provement  coinpanies. 

Foreign  Insurance  Companies.    The  first  extension  of  the 

corporation  tax  to  a  whole  class  of  corporations,  other 

than  the  banks,  took  place  in  1840,  v/hen  an  act  v/as  passed 

subjecting  foreign  insurance  companies  -  i.e.,  such  as  did 

not  derive  their  charters  from  the  state  -  to  a  tax  of  2.% 

upon  the  amount  of  premiums  received  by  them  from  policies 

(2) 
'written  v/itnin  the  state.    The  agent  was  made  personally 

liable  for  tne  tax,  besides  being  required  to  deposit  a 
large  bond.   In  the  interest  of  the  public  debt  it  was  pro- 
vided that  any  company  could  coimriute  tii&4r  tax  by  investing 
$75,000.  in  any  of  the  loans  of  the  state  or  of  the  city  of 
Baltimore,   The  pux'pose  of  the  act  was  only  incidentally 
financial,  although  later  it  did  become  a  fertile  source  of 
revenue;  the  iriain  incentive  to  its  passage  was  the  desire 
to  foster  the  nome  insurance  companies, 

(1)  Maryland  Laws,  1832,  ch.  175. 

(2)  Maryland  Laws,  «ii .  :^ .  ji-s^.   «^  x.  .f  . 


The  Character  of  the  Corporation  Taxes.    The  annual  tax 

of  twenty  cents  upon  each  hundred  dollar^  of  banking  capital, 

first  laid  in  181i,  v/as  a  true  corporation  tax.   The  charge 

known  as  a  "bank  bonus"  was  not  strictly  a  corporation  tux, 

but  rather  what  has  been  called  "a  license  fee  charged  for 

the  privilege  of  incori^oration  or  of  increasing  the  capital 

(1) 
stock  of  a  company,"   The  early  taxing  of  banks,  however, 

v.'us  not  used  as  a  precedent  for  the  taxing  of  otner  corpo- 
rations.  Banking  for  many  years  lay  under  its  early  odiurri. 
It  Vi^as  regarded  as  a  necessary  institution  but  as  an  unpro- 
ductive one,  vmose  profits  were  out  of  proportion  to  its 
services,  which  needed  restraint  rather  than  encouragement, 
ano  from  which,  therefore,  a  contribution  could  be  exacted 
v/ith  peculiar  justice.   Until  the  second  quarter  of  the 
century,  indeed,  other  corporations  were  too  unfrequent  to 
coiiiTiiand  attention.   And  although  a  rapid  extension  of  this 
for-m  of  industrial  organization  then  took  place,  it  was 
confined  in  its  field  alinost  entirely  to  a  class  of  enter- 
prises -  canals,  railroads,  inining,  etc,  -  which  the  state 
desired  to  foster.   Thus  up  to  1840  at  least  there  is  lit- 
tle to  indicate  any  rscognition  of  the  corporation  as  a  pe- 
ll)  Seligman,  Issa^ (n  Taxation,  p,175. 


culiar  species  of  taxable  property  deserving  of  special 
treatment,  although  as  it  happened,  most  of  the  corporation 
charters  gi'anted  v/ere  those  in  «vhich  the  franciiise  and  mo- 
nopoly features  were  particularly  evident.   The  tax  upon 
the  Baltimore  and  Washington  Branch  of  the  Baltimore  and 
Ohio  Railroad  is  a  unique  exception,  but  not  an  exaiiiple. 
The  only  other  corporationsso  far  taxed  -  banks  and  foreign 
insurance  coinpanies  -  v/ere  so  treated  for  reasons  peculiar 
to  those  corporations.   The  fact  that  the  objects  of  the 
tax  were  corporations  v/as  ru^rdly  an  element  in  the  impo- 
sition of  the  taxes. 

Tax  on  Officers*  Pees. 

i'ollov/ing  a  custom  long  in  use  in  Baltimore  City  the 

Legislature  in  1824  imposed  a  tax  upon  the  fees  of  certain 

(1) 
state  officers,   not,  hov/ever,  by  a  license  tax  upon  such 

officers  as  was  the  case  in  Baltimore,  but  by  a  percentage 
tax  upon  the  amount  of  fees  received.  Each  official  af- 
fected -  clerks  of  the  court  of  appeals,  of  the  county 
court  and  of  the  city  court  of  Baltimore,  the  Register  in 
Chaipicery,  and  the  Registers  of  Wills  for  the  several  coun- 
ties -  v/ere  required  to  keep  and  make  return  of  a  list  of 
all  fees  received  in  his  office,  and,  when  the  total  re- 
ceipts exceeded  $1500  to  pay  a  tax  of  25^  upon  the  excess 

amount.   There  was  no  question  of  the  justice  of  such  tax, 
(1)   Md.  Laws,  1823,  ch.  146. 


nor  was  the  araount  of  the  tax  coiaplained  of  by  the  offi- 

(1) 
cials  concerned.   The  plan  adopted,  however,  was,  as  a  rev- 
enue measure  difficult  of  operation,  and  as  a  remedial 
measure  was  ill-adapted  to  the  end  desired,  tending  as  it 
did  to  perpetuate  the  system  of  fees.   After  being  in  op- 
eration for  three  years,  with  only  very  partial  success, 

(2) 
the  law  v;as  completely  repealed. 


STATE  LOTTSRIRS  AND  LOTTERY  TAXES. 

The  use  of  lotteries  as  convenient  means  of  raising 
money  or  of  disposing  of  property  ran  back  into  colonial 
days.   Unrestricted  freedom,  hov/ever,  led  to  abuse  and 
fraud  and  the  state  at  an  early  date  took  steps  to  reduce 
the  evil  by  prohibiting  the  drawing  of  lotteries  without 
first  obtaining  the  sanction  of  the  legislature,  and  by 

providing  stringent  regulations  for  the  conduct  of  those 

(3) 
so  authorized.   The  actual  number  of  lotteries  was,  how- 
ever, not  noticeably  reduced.  Whenever  a  church  needed  nev/ 
pey/s,  or  a  village  a  fire  engine,  or  a  harbor  improving, 
the  first  resort  was  aMost  invariably  to  a  lottery.   The 

(1)  Proceedings  of  House  of  Delegates,  1825,  pp,  90-95, 
Report  of  Agent,  1824,  p,  101.  Ways  and  Means  Committee 
Report,        (ft/-   Maryland  Laws,  1826,  ch,  246. 

(3)  Maryland  Laws,  1792,  ch,  58. 


purpose,  no^ever,  was  always  of  a  public  or  charitable 
character.   No  lotteries  were  sanctioned  for  the  personal 
profit  of  individuals.   The  people  absorbed  the  various 
schemes  greedily,  and  aggregate  capital  of  the  lotteries 

arawn  yearly  in  Maryland  was  estimated  as  high  as  $2,000. 

(1) 
000.    Although  this  popular  iiialady  offered  an  easy  and 

certain  means  oi  swelling  the  public  revenue,  no  attempt 
was  made  to  turn  it  to  such  a  purpose  until  1817.   This 
hesitancy  was  due  in  part  to  the  moral  prejudices  of  a  cer- 
tain part  of  the  comitiunity  against  the  principle  of  the 
lottery,  but  in  a  much  greater  part  to  the  excellent  condi- 
tion of  the  public  finances  prior  to  the  close  of  the  v/ar 
of  1812.   When  the  need  came  for  more  revenue  moral  preju- 
dices were  quieted  by  the  argunients  that  it  v/as  useless  for 
Maryland  to  attempt  the  suppression  of  lotteries  as  long  as 
neighboring  states  permitted  them  and  that  a  moral  result 

would  be  better  secured  by  legalizing  them  under  proper  reg 

(2) 
ulations. 

(3) 
In  1818  after  considerable  discussion,  the  legisla- 
ture authorized  the  establishment  of  state  lotteries  to  be 

(1)  Proc.  House  of  Delegates,  1825,  ^.p.  109-111,  Hiles' 
Register,  Feb.  18,  1826, 

(2)  proc.  of  House  of  Delegates,  1823,  p.  48,  1824,  p. 101 

(3)  Maryland  Laws,  1817,  ch,  154, 


conducted  by  salax'ied  conruriissioners  for  the  benefit  of  the 
public  treasury.   Private  schemes  already  authorized  were 
subjected  to  a  tax  of  b%   upon  the  gross  a:nount  of  prizes 
drawn,  and  thereafter  private  grants  v/ere  rarely  made.   The 
yield  of  the  new  state  lotteries  was  greatly  restricted  by 
the  existence  of  several  large  private  lotteries,  especial- 
ly those  granted  for  the  benefit  of  the  University  of  Mary- 

(1) 
land  and  the  Washington  MonuiTient  in  Baltimore,    These  two 

the  state  v\.Q-*i   bought  up,  in  the  first  instance,  by  agreeing 
to  pay  to  the  directors  of  the  monurrient  all  the  yearly  re- 
ceipts from  the  state  lotteries  in  excess  of  $12  000  until 

(2) 
the  monuirient  should  be  completed;   and,  in  the  second  in- 
stance, by  paying  the  University  $5  000  per  year  from  the 
unappropriated  avails  of  the  state  lotteries  to  the  amount 

of  the  unexhausted  privilege  of  the  University  lottery  - 

(3) 
some  $41,000. 

By  an  act  of  1822  dealers  in  lottery  tickets  were 
(4) 
required  to  take  out  licences,    and  no  tickets  were  au- 
thorized to  oe  sold  except  those  issued  by  lotteries  spe- 

(5) 
cifically  sanctioned  by  the  Maryland  Legislature.    The  na- 
il) Proceedings,  house  of  Delegates,  1826,  p.  480, 
(2)   Md.  Laws,  1S24,  ch,  125,   (3)   Md,  Laws,  1827,  ch,198. 
(4)   Md,  Laws,  1821,  ch,  232,   The  amount  of  the  charge  was 
changed  frequently,  but  was  usually  $200  for  Baltimore  city 
and  $50  elsewnere  in  the  state.     (5)   Md,  Laws,  1819, 
ch,  163, 


t-ure  and  the  high  profits  of  the  business,  hoviever,  made  it 

very  difficult  to  enforce  this   and  other  laws  prohibiting 

the  circulation  in  Maryland  of  lottery  tickets  issued  by 

(1) 
other  states.    In  1832  the  license  system  was  radically 

altered.   The  Coinmissi oners  of  lotteries  were  authorized 
to  grant  xicensea  to  sell  tickets  in  its  own  lottery  system 
or  in  those  of  other  states  upon  the  following  conditions: 
first,  that  the  license*  shoula  pay  $250  for  each  license 
taken  out  by  him,  the  minimuiri  amoiint  to  be  not  less  than 
$5000,  and,  second,  that  he  snould  contract  with  the  com- 
missioner to  draw  a  scheme  of  lotteries  to  produce  $15,000 

(2) 
for  the  use  of  the  state. 

The  growing  sentiment  against  the  lottery  system  as 
an  institution  led,  in  18o6,  to  the  adoption  of  a  constitu- 
tional aiuendiTient,  prohibiting  the  sanctioning  by  the  leg- 
islature of  lotteries  or  of  the  dealing  in  lottery  tickets 

(3) 
after  the  expiration  of  the  existing  grants.   Another 

amendment  of  four  years  later  directed  that  the  ti.bove  pro- 

(4) 
hibition  should  take  effect  iiriinediately.    Thereafter  no 

(5) 
more  state  lotteries  were  drawn,   and  the  granting  of  new 

private  lotteries  could  be  effected  only  by  the  process  of 

(1)  Public  Docurrtents,  1834.  Report  of  Corr<mittee  on  Lot- 
teries.  Md,  Laws,  1846,  ch.  109, 

(2)  Md,  Laws,  18S#^,  ch.  79.  (3)   Md.  Laws,lS34,  ch.219. 
Confix-med,  1S35,  en.  9.  (4)  Idem.  1839,  ch.  31.  con- 
firmed.  1840,  ch.  261.  (5)  Idem. 1841 (Dec.)  ch,  330. 


(1) 

further  aii.ending  the  Constitution. 

The  private  lottery  system,  hov;ever,  could  not  be 
abolished  inauediately.   Many  existing  grants  had  a  consid- 
erable time  yet  to  run,  and  could  not  legally  be  revoked. 
But  in  oraer  to  hasten  the  teiTiiination  of   these,  the  Leg- 
islature provided  that  the  existing  grants  snould  be  trans- 
ferred by  the  beneficiaries  to  the  state  corruriissioners  ,and 

be  dx'awn  under  their  supervision,  until  the  sunis  authorized 

(2) 
b:/  the  several  grants  should  be  raised.   These  were  known 

as  the  "consolidated  lotteries".   The  coiTiiiiissioners  were 

authorized  to  contract  v/ith  other  persons  for  the  drawing 

of  such  lotteries,  and  to  issue  licenses  to  the  contractors 

for  the  sale  of  tickets  tnerein  at  the  rate  of  $250  per 

(3) 
license. 


(1)  Maryland  Laws,  1845,  ch.  200;  1846,  ch.  242;  1847, 
ch.  98. 

(2)  Maryland  Laws,  1835,  ch.  205. 

(3)  Idem.,  1842,  ch.  50;  1842,  ch.  260;  1846,  ch.  118. 


EXTRAORDINARY  REVENUE. 

The  i-eceipt  of  extraordinary  revenue  continued  to  be 
a  proininent  feature  of  the  state's  finances,  of  such  prom- 
inence, indeed,  as  to  almost  equal  in  importance  the  re- 
ceipts from  the  regular  revenue  sources.   The  occasions  of 
this  extraordinary  revenue  were  two;   the  pawient  of  the 
war  claims  by  the  United  States  Governirient ,  and  the  distri- 
bution of  the  United  States  surplus  revenue.   The  fomner  of 
these  v/as  not  altogether  unexpected,  and  its  receipt  to 
some  .extent  had  been  discounted;  the  latter  was  ijurely   gra- 
tuitous. 

The  War  Claims, 
The  War   claims  represented  the  oemand  of  Maryland 
and  other  states  for  reimbursement  out  of  the  national 
treasury  for  the  military  expenditures  riiade  by  them  during 
the  War  of  1812,   These  expenditures  had  been  rrtade  in  une- 
qual proportions  by  the  several  states,  taid,  as  the  advan- 
tage  thereof  was  a  corrunon  one,  it  was  only  reasonable  that 
the  burdens  should  be  equalised  by  a  plan  analogous  to  the 
assuir.ption  of  the  states'  debts  in  1790,   The  principle  of 
reimbursement  had  been  recognized  by  the  United  States  Gov- 


ernrnent  at  tne  time  of  the  war,  but  tiie  final  adjustment  of 
the  various  claims  was  not  effected  until  some  years  later. 
The  adjustment  of  Maryland's  account  was  particulax-ly  dif- 
ficult.  In  the  excitement  of  v/ar,  wnen  even  at  times  the 
state  records- had  to  be  removed  from  place  to  place  on  the 
incursion  of  British  troops,  there  had  been  lost  many  val- 
uable papers  and  vouchers  necessary  to  the  proper  presenta- 

(1) 
tion  of  a  claim.   As  a  result  the  total  of  Marshland's 

claims  finally  adniitted  and  paid  by  the  United  States 

amounted  to  only  ^5259,626.54,  considerably  less  than  the 

(2) 
actual  cost  of  the  war  to  the  state.    This  money  was  re- 
ceived in  instaliaents  between  1819  and  1823,  before  the  nev/ 

taxes  had  become  effective,  and  the  -whole  suirj  was  used  for 

(3) 
the  current  expenses  of  the  treasur;/.     The  above  amount 

was  intended  to  represent  simply  the  actual  expenditure  of 
Maryland,   In  addition  the  state  demanded  interest  between 
the  time  of  the  original  advance  and  the  time  of  repayinent. 
This,  too,  was  later  acknowledged  and  paid  by  the  United 
States,   The  money  received  on  this  occasion  v/as  appropri- 
ated to  the  service  of  the  public  school  system. 


(1)  proceedings  of  House  of  Delegates,  1822,  p,  45, 

(2)  Idem,  1819,  p.  107,  places  cost  of  War  at  1474,516, 

(3)  Idem.  1819,  pp,  121-123, 


United  States  Surplus  Revenue. 
In  1S37  congress  provided  for  the  distribution  among 
the  several  states  of  the  accuiaulated  surplus  in  the  United 
States  Treasury.   This  surplus  v/as  due  to  the  unexpected 
increase  in  the  receipts  from  public  land  sales,  and  its 
aisti-ibution  the  hybrid  result  of  a  long  controversy  over 
the  tariff  and  land  policies  of  the  governi-'ient.   The  Dis- 
tribution act  provided  for  the  division  of  |37,000.000 
aiTiong  the  states  in  proportion  to  their  representations  in 
Congress;  but,  ov/ing  to  the  financial  embarrassme.nt  of  th« 
goverrmient  before  all  tne  instalments  nad  been  paid, only 
some  ^2S,OoO.OOO  v/as  so  aivided.   In  order  to  obviate  con- 
stitutional objections  the  quota  assigned  each  state  v/as 
not  in  the  form  of  a  gift  but  was  deposited  ostensibly  as  a 
loan  subject  to  the  recall  of  the  Secretary  of  the  Treas- 
ury,  Every  one  understood,  nowever,  that  the  several  as- 
signments would  never  be  called  for.   Maryland  gave  the  re- 

(1) 

quired  certificates  of  obligation  for  repayment  on  demand, 

and  received  as  its  quota  the  very  considerable  sum  of 

|;955, 838.25.   cjomewhat  less  than  a  third  of  this  money  v/as 

immediately  used  to  meet  the  current  deficit  of  the  treas- 

(1)      Maryland  Lav/s,    1836,    ch.    1. 
■i^-  -  Mfirttvi-afMir  iavfs-,-  i-^^^-,-  "&h>-  a-80> 


ury.   The  residue  (,^681,587.25)    was  deposited  in  selected 

banks,  and  the  interest  thereon  pledged  to  the  service  of 

(1) 
the  public  school  fund. 


GROWTH  0?  EXPENDITURE. 

Succeeding  the  War  of  1812  there  v/as  a  irarked  in- 
crease in  the  ordinary  expenditure,  due,  partly  to  the  as- 
surription  of  new  duties  by  the  state,  but  in  greater  degree 
to  the  more  prodigal  handling  of  the  public  monies.   A  por- 
tion of  the  apparent  increase,  iiowever,  was  merely  a  matter 
of  book  keeping  and  did  not  entail  a  corresponding  burden 
upon  the  treasury.   Thus  the  expense  incurred  by  the  state 
in  undertaking  to  complete  the  Washington  Monument  in  Bal- 
timore City  was  in  return  for  the  surrender  of  the  lottery 

(2) 
privileges  previously  granted  to  the  Monument  directors. 

And  of  precisely  similar  character  was  the  annual  donation 
of  $5000.  to  the  University  of  Maryland  from  1829  to  1837, 
In  both  these  cases  the  state  finances  were  compensated  by 
the  increased  field  obtained  for  its  own  lottery  system. 
Of  analogous  character  was  the  annual  appropriation  of 
$20,000  to  Baltimore  City  for  the  improvement  of  its  har- 

(1)  Maryland  Laws,  1S36,  ch.  220, 

(2)  Maryland  Laws,  1824,  ch,  125;  1326,  ch.  245. 


bor,  this  being  paid  out  of  the  revenue  from  the  Auction 
Receipts  Tax.   The  grant  v/as  in  palliation  for  the  forcible 
aiversion  of  tnat  tax  from  the  city  to  the  state  treasury, 
and  was  discontinued  upon  the  first  opportunity.   This  op- 
portunity was  offered  in  183*^-.   The  failure  of  the  Bank  of 
Maryland  in  that  year,  under  somev/nat  odious  circuiristances^ 
occasioned  riots  and  the  destruction  of  much  private  prop- 
erty.  The  sufferers  v/ere  indemnified  by  the  Legislature  by 
an  issue  of  state  stock;  and  on  the  plea  of  the  city's  re- 
sponsibility for  the  damage  done,  the  harbor  appropriation 

was  discontinued  and  utilized  as  a  redemption  fund  for  the 

(1) 
Indemnity  Stock  now  issued.   The  fund  v/as  sufficient  to  re- 
deem the  stock  within  five  years,  but  it  was  not  until  1853 

(2) 
that  the  appropriation  to  the  city  was  resumed. 

Expenses  of  Goverixrient. 

The  cost  of  the  aditiinistrative  departr.ient  underv/ent 
little 
but  quantitative  change,  the  addition  of  several  minor  of- 
ficers being  balanced  by  the  abolition  of  the  offices  of 
(3)  (4) 

auditor  and  of  trustee:    Salaries,  with  the  exception  of 

(1)  Md.  Laws,  1835,  ch.  184;  1835,  ch.  226. 

(2)  Hollander,  Financial  History  of  Baltimore,  pp. 157,158, 

(3)  Md.  Laws,  1827,  ch.  188;  1828,  ch.  74. 
(4)  Idem,,  1837,  ch.  131. 


the  governor's  wiiich  was  incx-eased  to  |4200,  remained  nearly   ] 
stationary.   Salaries  were  indeed  of  relatively  little  im- 
portance.  The  number  of  public  officials  was  small,  and 
whenever  possible  these  were  renurae rated  by  fees.   This 
latter  method  of  remuneration  led  to  grave  abuse.   Many  of- 
ficials received  diSj^roportionate  incomes,  and  in  some 

(1) 
cases  employed  others  to  do  the  v/ork  of  their  office^. 

The  half-hearted  effort  to  correct  this  evil  by  imijosing  a 
tax  upon  "officers'  fees"  was,  as  has  been  noted,  without 
result.   The  state  judicial  system  remained  as  reconstruct- 
ed by  the  act  of  1806;  the  only  salary  change  being  an  in- 
crease of  $300  in  that  paid  the  Chief  Judge  of  the  Court  of   , 
Appeals,   The  expenses  of  the  Legislature,  hov/ever,  showed    '> 
a  marked  movement  upwards,  owing  partly  to  the  lengthening    : 
of  the  annual  sessions,  but  in  greater  part  to  the  growing 

extravagance  of  that  body  in  the  passage  of  private  appro-    ' 

I 
priation  bills.   Most  of  these  were  of  no  pennanent  import- 
ance, and  in  the  published  reports  v/ere  seldom  distinguish-   ' 
ed  but  simply  lurrtped  under  the  general  label  of  "miscella- 
neous", 

(1)   Public  Docuirjents,  1856.   Report  of  Committee  on  Re- 
trenchment, 


Colonization  of  Free  Negroes. 

During  this  period  the  Legislature  engaged  the  state 
in  tv/o  new  enterprises  -  the  colonization  of  free  negroes, 
and  tne  establishirient  of  a  state  s;/-steiTi  of  tobacco  inspec- 
tion.  Of  those  already  undertaken  the  Penitentiary  was  the 
only  one  of  importance. 

The  rapid  increase  in  the  nuinber  of  free  negroes 

during  tne  first  quarter  of  the  century  offered  serious 

Kienace  to  tne  interests  of  slaveholders  and  to  some  extent 

to  the  peace  and  order  of  the  cortimanity.   Nurrierous  measures 

of  varying  stringency,  were  proposed  in  remedy,  the  one 

most  favored  being  that  of  African  Colonization,   State  aid 

y/as  invoked,  and  in  1826  an  annual  appropriation  of  $1000 

(1) 
to  the  Arrierican  Colonization  Society  was  authorized,   but 

nedged  witn  such  restrictions  that  the  society  took  advan- 
tage of  it  for  only  three  years.  In  1831  the  Legislature, 
with  the  spectre  of  the  Southampton  insurrection  as  cnief 

abettor,  determined  upon  a  policy  of  colonization  upon  the 

(2) 
state's  ov/n  resources,   but  in  collaboration  v/ith  the  Mary- 
land Colonization  Society.^  Board  of  Managers  was  appointed 
to  provide  for  the  voluntary  removal  of  all  negroes  then 
f ree^  and  for  the  forcible  deportation  of  those  thereafter 

(1)  Md.  Laws,  1826,  ch,  172.   Repealed  1832,  ch.  314. 

(2)  Md.  Laws,  1831,  ch.  281, 


manumitted.   The  shei-iffs  and  county  clerks  were  to  supply 
the  board  with  lists  of  freed  slaves,  but  the  board  itself 
was  to  make  all  necessary  arrangements  for  shipping  accom- 
modation ana  for  places  of  settlement  in  Liberia,  and  it 
v;as  ^iven  authority  to  draw  upon  the  treasurer  to  the  full    | 
amount  of  the  annual  appropriation  for  this  purpose. 

An  appropriation  of  $20  000  was  made  for  the  expens-  \ 
es  of  the  first  year,  and  for  future  expenses  the  treasurer 
was  autnorized  to  issue  and  sell  $200  000  in  5  X  state 
stock.   To  secure  the  interest  and  principal  of  this  loan 
an  annual  assessment  of  siilO,  116.24  v/as  laid  upon  the  coun- 
ties, to  be  levied  and  collected  in  a  manner  similar  to 

(1) 
that  used  in  imposing   the  county  assessruents  of  1821-26. 

The  permission  to  issue  bonds  was  never   availed  of  by  the 
treasurer,  but  the  county  assesstaents  were  regularly  re- 
quired and  an  annual  appropriation  of  $10  000.  continued  to 

(2) 
be  made  up  to  the  eve  of  the  Civil  War.    The  whole  scheme,   | 

however,  was  an  unqualified  failure.   Compulsory  emigration 

was  seldom,  if  ever,  enfox-ced,  and  on  account  of  the  gen-    < 

eral  unv/illingness  of  freed  negroes  to  leave  of  their  own 

accord,  the  nuniber  of  emigrants  made  no  inipression  upon  the 

(1)   A  srriall  revenue  was  also  derived  after  1R34  from  a  tax 
levied  upon  slaves  bi'ought  into  the  state  by  persons  already  j 
citizens  or  intending  to  become  citizens  of  Maryland,   No 
other  persons  were  allov/ed  to  bring  in  slaves.   The  tax  tvit*/ 
l^iun   ^15  for  slaves  between  tv,-elve  and  forty-five  years  ol^A- 
ana  $^   for  others^The  proceeds  of  this  tax  v/as  paid  to  the   ' 


population  of  such  negroes.   These  increiAsed  from  52,000  in 

(1) 
IS^l  to  90  000  in  1860.    The  expense  per  emigrant  v/as  vexz- 

(2) 
large, averaging  nearly  ^1000, 


Tobacco  Inspection  Warehouses, 

The  importance  of  the  tobacco  industry  in  Maryland 

early  rendered  it  necessary  for  the  interest  of  the  trade 

that  the  character  of  tobacco  exported  should  be  subject  to 

public  inspection.   Up  to  1824  this  inspection  was  of  a 

semi-private  character,  under  the  direction  of  the*Levy 

courts  of  the  counties,  the  cost  being  defrayed  by  the  fees 

(3) 
received  for  the  service.    The  inspectors  were  appointed 

by  the  govex'nor,  but  the  state  government  assiJiried  no  re- 
sponsibility and  received  no  revenue.   But  the  growing  im- 
portance of  the  trade,  and  of  Baltimore  City  as  the  princi- 
pal point  of  shipment,  rendered  it  desirable  that  the  state 

should  assuirie  airect  rrianagement  of  the  inspection  system 

(4)  (5) 

within  that  city.    This  v^as  done  by  an  act  of  1824,   which 

Maryland  Colonization  Society. 

(2)  Act  expired  1851,  but  continued  by  1852,  ch,  202. 

(1)   On  the  social  aspects  of  the  subject  see  Brackett,  The 
Negro  in  Maryland. (2)  Com.  on  Colonization, 1840/Pub. Docs. ) . 

(3)  Marylanct  Laws,  1801  (Nov.  ch.  6iSj 

{If)      Proceedings  of  house  of  Delegates,  1823,  p.  48. 
{^'J   Maryland  Laws,  182.5,  ch.  165, 


provided  for  rented  houses.   But  it  v/as  soon  found  that  it 

(1) 
would  be  cheaper  to  own  them.   Wharf  property  was  acquired, 

(2) 
buildings  constructed,  and  suitable  machinery  provided, 

and   from   time. to    Lime   additions  were   made   to   accoiTjTtodate 

the  increasing  business.   The  initial  cost  of  the  property 

and  buildings,  as  v/ell  as  taat  of  most  of  the  later  addi- 

(3) 
tions,  was  met  by  the  issue  of  state  stock.    The  interest 

ana  principal  of  these  loans,  however,  as  also  the  current 

expenses  of  management,  were  provided  for  by  the  fees 

charged  foi-  inspection.   No  attempt,  liowever,  was  made  to 

render  the  inspection  service  a  source  of  actual  profit  to 

(4) 
the  treasury. 


State  Penitentiary. 
Although  the  penitentiary  in  its  primary  use  as  a 
prison,  was  a  notable  advance  upon  the  system  of  county 
jails,  it  disappointed  the  nopes  of  its  founders.   Neither 
as  a  refoiTTiatory  of  morals  nor  as  a  profitable  financial 

(1)  Proceedings  of  House  of  Delegates,  1825,  p.  185. 

(2)  Mar^aand  Laws,  1825,  ch.  159. 

(3)  "  "  1826,  ch.  252.  Loan  of ^48  000.  Idem. 
1835,  ch.  350.  Loan  of^SO  000.  The  total  loanj negotiated 
for  tiiis  purpose  up  to  1848  was  $156  000. 

(4)  Proceedings  of  House  of  Delegates,  1824,  p.  101. 


(1) 

investment  was  it  a  success,   ov^ing  apparently  to  inef- 
ficiency in  its  management  anu  to  a  too  liberal  use  of  tne 
governor's  pov/er  of  pardoning.   Investigating  corrimittees  of 
the  Legislature  v/ere  severe  in  their  indictments,  one  de- 
claring that  it  was  nothing  more  than  a  grossly  mismanaged 

manufacturing  institution  in  which  the  workers  happened  to 

(2) 
be  criminals.    The  Penitentiary  v/as  not  self-supporting. 

In  only  very  few  years  dia  the  current  receipts  equal  or 

exceed  the  current  expenaitures.   Over  most  of  the  period 

an  annual  donation  froii.  the  treasury  was  necessary,  and  at 

periodic  intex'vals  the  state  was  called  upon  to  pay  large 

surtis  for  the  discharge  of  floating  indebtedness  incurred 

(3) 
by  the  Directors,   or  for  repairs  and  additions  to  the 

buildings.   On  four  occasions  betv/een  1821  and  1837  state 

loans  were  authorized  for  these  purposes,  amoixnting  in  the 

(4) 
v/hole  to  $97,947,30.    The  Penitentiary  directors  were  re- 
quired to  pay  to  the  treasurer  each  year  out  of  their  net 
profits  a  svan   sufficient  to  meet  the  annual  intei-est  upon 
these  loans  ana  to  forin  sinking  funds  for  their  redemption. 
This  was  aone  at  times,  but  as  net  profits  were  of  infre- 
quent occurrence  the  burden  fell  upon  the  state  treasury. 

(1)  Niles'  Register,Vol,21(1821)p.l78;vol,19,p.432;vol.22.p.66 

(2)  Proc,  House  of  Delegates, 1823, pp. 57-61, 

(3)  "      "  •»       1820,  p. 85. 

(4)  Md.  Laws,  1821,  ch.l50;1826,  Ch.229;1834,  ch,308;1836, 
ch.300. 


THE  PUBLIC  SCHOOLS  AND  THE  SCHOOL  FUND. 

Although  free  primary  education  had  been  much  dis- 
cussed and  much  desired  ever  since  the  founding  of  Mary- 
land ,  and  with  even  greater  earnestness  since  the  estab- 
lishirient  of  democratic  independence,  it  v/as  not  until  1S14 
tnat  the  state  government  offered  any  important  encourage- 
ment to  this  cause.   So  far  as  there  existed  any  public 

school  svstem  prior  to  that  time  it  was  in  development  of 

(1) 
an  act  of  the  Colonial  Assembly  passed  in  17  23.    Under 

that  act  a  board  of  school  directors  had  been  appointed  foi- 
each  county  to  inalce  the  necessary  arrangements  for  a  school 
building  and  an  instructor.   As,  however,  little  or  no  pro- 
vision had  been  made  for  the  accumulation  of  a  suitable 
fund  for  the  purpose,  the  act  was  almost  fruitless.   In 
only  one  county  was  sufficient  money  raised  to  found  a  ser- 
viceable school;  ir4  the  others  the  school  boax'ds  continued 
in  existence,  but  v/ithout  sufficient  funds  to  establish 
satisfactory  schools.   No  improvement  was  effected  up  to 
the  time  of  the  Revolution  and  after  that  event  the  several 
county  foimdations  were  converted  one  after  the  other,  and 
with  legislative  sanction^ into  private  academies,  offering 


(1)  Md.  Laws,  172S.  cf,  Steiner,  "Education  in 

Maryland,"  p.  43,  el  o&vi. 


a  seconaary  grade  of  education.   In  this  change  tne  Kent 

county  school  v/as  developed  into  Washington  College,  and 

the  Anne  Arundell  county  school  into  St,  John's  College; 

to  both  of  vmich  institutions  the  Legislature,  in  1785, 

(1) 
granted  annual  donations  of  considerable  aniOonts.    Toward 

the  end  of  the  century,  however,  the  opinion  gained  ground 

that  secondary  education  was  a  more  proper  object  of  state 

aid  than  was  collegiate  education.   The  donations  to  the 

(2) 
tvi/o  colleges  were  discontinued,  and  thereafter  the  tippro- 

priations  for  school  purposes  v/ere  divided  atriong  a  nurriber 
of  academies  and  colleges.   These  institutions  were,  how- 
ever, neither  eleiaentary  for  free.   The  growing  demand  for 
a  school  system  embodying  both  of  these  features  resulted 

in  1813,  in  the  dedication  of  the  bank  tax  then  levied  to 

(3) 
the  service  of  free  elementary  education. 

Three  years  later  provision  v/as  ire,de  for  the  appli- 

(4) 
cation  of  the  fund  accruing  from  the  bank  tax.    A  board  of 

school  coiiindssioners  vvas  appointed  for  each  county  with 

po'wer  to  draw  upon  the  treasurer  for  the  county's  share  of 

the  tax  proceeas  and  with  full  discretionary  authority  as 

(1)  Md,  Laws,  1784,  ch.  7  and  ch.  37, 

(2)  Md,  Laws,  1805,  ch.  85, 

(3)  See  Supra,  p,  if 5^. 

(4)  Md.  Laws,  1816, ch, 256,  Frederick,Washington,  and  Alle, 
gany  counties  v/ere  excepted;  the  portions  due  these  nev/  ana 
undeveloped  counties  being  allowed  to  accumulate  to  their 
credits. 


to  its  method  of  application.   The  act  wan  without  result, 
primarily  because  the  product  of  the  bank  tax  v/as  wholly 
inadequate  for  the  purpose  intended;  and,  although  certain 
counties  v.ere  given  authority  to  supplement  the  aid  from 
the  state  by  the  levy  of  special  taxes,  the  privilege  v/as 
availed  of  in  few, if  any^  cases.   In  1826  a  more  comprehen- 
sive svstem  was  devised,  moulded  upon  the  apparently  simple 

(1) 
Lancastrian  tneory  of  education.    This  provided  for  the 

creation  of  the  office  of  state  superintendent  of  Public 
Instruction  with  general  supervisory  power  over  the  schools 
to  be  founded;  for  the  appointment  of  local  corrdTiis  si  oners   I 
and  inspectors;  for  the  division  of  each  county  into  school 
districts  of  a  fixed  size;  and  for  the  disti'ibution  of  the 
county's  share  of  the  state  school  fund  anong  the  several 
districts  in  proportion  to  the  nuniber  of  school  children. 
Such  further  money  as  snould  be  necessary  for  the  construc- 
tion of  buildings,  etc,  was  to  be  raised  by  the  people  of 
each  district  by  special  taxation  or  otherv/ise,   Baltimore 
City  v<as  permitted  to  establish  its  own  system  of  schools, 
distinct  from  that  of  the  state,  and  the  share  of  the  schoa 
fund  previously  allotted  to  Baltimore  county  was  thereafter 
(1)   Md,  Lav/s,  1825  .'^•l  62,  I 


(1) 

divided  equally  betv/een  city  and  county.    The  effective- 
ness of  the  new  plan  was  greatly  diminished  by  the  provis- 
ion tha-t  it  should  not  be  operative  in  any  county  until  ac- 
cepted by  the  majority  vote  of  the  people  thereof.   The 
counties  v/ere  slov/  to  accept  the  offer,  and  even  in  those 
counties  where  it  was  adopted,  radical  changes  were  made  to 
meet  local  demands.   The  total  effect  of  all  this  legisla- 
tion was  very  disappointing.  With  the  exception  of  Balti- 
more city,  the  school  system  of  the  state  v/as  almost  vwrtYi- 
less.   The  Governor's  message  of  1856  declared  that  educa- 
tion in  Maryland,  outside  of  Baltimore  City,  was  "in  a 
state  of  most  utter  and  hopeless  prostration." 

The  proceeds  of  the  bank  tax  was  treated  by  the 
treasurer  as  a  separate  account  under  the  name  of  the  "Free 

School  Fund",  and,  when  not  inrimediately  used,  v/as  invested 

(2) 
in  the  shares  of  specified  banks.   The  fund  v/as  subject  of 

course  to  the  order  of  the  school  authorities  of  the  coun- 
ties, but  the  yearly  increment  was  so  small  that  in  many 
cases  the  counties  preferred  to  let  their  portions  accturm- 

(1)  Hollander,  Financial  History  of  Baltimore,  p.  128, 

(2)  For  awhile  three  separate  funds  were  carried,- the  Free 
School  Fund,  the  County  School  Fund  and  the  Cotrimon  School 
Fund;  the  latter  tv^o  v/ere  unimportant. 


(1) 

late  at  intex-est  in  the  hands  of  the  treasurer.   This  tax 

on  the  banks  v/as  the  only  x-egular  x'evenue  granted  to  the 

schools,  but  on  two  occasions  the  school  funds  were  greatly 

increased  by  lump  appropriations.   There  were,  as  already    ^ 

I 
noted,  the  interest  received  from  the  war  claims  and  the 

major  portion  of  the  money  received  from  the  distribution 
of  the  United  States  Surplus  Revenue  in  1837. 

The  "county  rights"  theory  of  governirient  was  never 
carried  to  more  extreme  lengths  than  in  the  distribution  of 
the  School  Pund.   Without  respect  to  population  or  to  local 
needs  the  proceeds  of  the  bank  tax  were  divided  in  equal 
proportions  sunong  the  several  counties;  and,  v/ith  similar    J 
logic,  the  donations  to  academies  and  colleges^ which  had 
at  first  been  rriade  with  some  approach  to  merit^were  in  1825 
ordered  to  be  so  changed  that  each  county  might  share  equal- 
ly in  this  bounty.   Notwithstanding  the  opposition  of  the 
larger  counties  the  School  fund  continued  to  be  distributed 
upon  this  principle.   But  in  the  case  of  the  two  special 

appropriations  the  system  was  so  far  modified  as  to  allow 

I 
one-half  of  these  sums  to  be  distributed  according  to  the    I 

nuiriber  of  v/hite  children  of  school  age,  the  other  half  con- 

(2) 
tinuing  to  be  divided  equally  among  the  counties. 

(1)  Report  of  Treasurer  on  Education,  (Pub, Docs.)  1842. 

(2)  Maryland  Laws,  1837,  ch,  285. 


I 

CHAPTER  IV.    INTERNAL  IMPROVEMENTS  AND  THE  STATE  DEBT. 

The  year  1826  laay  be  conveniently  taken  as  marking 

the  beginning  of  the  Internal  Improvement  Era  in  Maryland. 

Prior  to  that  time  there  had  been  much  earnest  discussion 

01 'internal  improvements,  several  undertakings  had  been 

launched,  and  soiae  small  results  had  been  achieved;  but  so 

far  such  attempts  had  been  strictly  subordinated  to  other 

interests.   At  the  very  time  v/hen  the  spirit  of  internal 

improve:>ient   was  most  abroad  in  the  other  states,  that  is, 

in  the  yeariimniediately  succeeding  the  second  English  War, 

the  violent  political  discussions  in  Maryland  had  prevented 

a  VAtional  consideration  of  t,he  subject  as  a  broad  question 

(1) 
of  public  policy.   As  a  result,  the  Erie  canal  had  been 

completed  by  the  state  of  New  York  and  several  other  states 
v/ere  busily  at  work  digging  canals  and  building  roada,  be- 
fore Maryland  had  deterndned  upon  the  attitude  which  the 

(2) 
state  government  should  assume  toward  such  projects.   The 

step  once  taken,  hov/ever,  could  not  be  retraced,  and  for 
twenty  years  internal  improvement  was  the  dominating  fac- 
tor in  the  financial  legislation  of  the  state, 

(1)  Proceedings  of  House  of  Delegates,  1822,  p.  45,  | 

(2)  Niles'  Register,  Vol,  24  (1823),  p. 235, 


The  movement  in  Maryland,  as  elsewhere,  v/as  the  re- 
sultant of  many  causes,  partly  speculative,  partly  psycho- 
logical, but  in  the  rrain  v/holly  rational.   In  their  few 
years  of  independence  the  United  States  had  prospered  be- 
yond all  precedent.   It  seemed  that  notjiing  could  ultimate- 
ly fail,  that  a  special  Providence  v;as  in  charge  of  all 
things  Annerican.   Each  new  generation  savir  the  population 
more  than  aoubled;  each  year  sav/  the  limits  of  civilization 
pushed  farther  and  farther  v;estv/ard,  into  a  land  seemingly 
of  inexnaustible  wealth.   Every  line  of  business  shared  in   | 
this  prosperity  -  agriculture,  manufactures  and  comrrierce. 
But  it  v^as  early  axiQ  clearly  seen  thi-t   this  great  political 
and  industrial  growth  would  meet  with  a  sudden  check,  un- 
less there  \vas  a  proportionate  development  of  means  of  in- 
terior coirimunication.   Thus  arose  the  deinand  for  internal 
improvements . 

Tv/o  distinct  motives  were  involved  in  this  demand 
for  quicicer  and  cheaper  means  of  cominunication.   In  the 
first  place,  there  was  a  large  and  rapidly  growing  section 
of  the  country  -  the  interior  region  generally  -  isolated 
by  nature,  where  development  was   absolutely  dependent  upon 
the  construction  of  artificial  outlets  to  the  coast  markets. 
Tnus  the  mineral  products  of  the  Alleganies  would  be  of 


little  service  so  long  as  the  cost  of  carriage  should  inany 
times  exceed  the  value  of  the  original  product.   In  the 
second,  place,  i-egions  wea.1  situated  for  coinniercial  centres 
desired  improved  transportation  facilities  to  and  from  the 
interior  in  order  that  their  markets  might  be  v^iriened  and 
their  trade  increased.   The  Erie  Canal,  for  instance,  was 
the  making  of  New  YorK  City. 

Nature  placed  Maryland  in  this  latter  category.   The 
land  area  of  the  state  v/as  srriall  -  barely  9000  square  miles 
the  water  area  so  well  distributed  that  for  the  major  part 
of  the  state  the  transportation  needs  of  the  people  were 
well  supplied  by  tuis  wonderful  system  of  natural  water- 
v/ays,  especially  if  supplemented  by  a  good  system  of  local 
roads.   The  -.vestern  section,  it  is  true,  was  isolated,  and 
the  developifient  of  its  resources  required  some  form  of  ar- 
tificial transportation  to  the  coast.   But  v/ith  this  excep- 
tion the  effective  demand  for  internal  improvements  in  Ma- 
ryland sprang  from  a  aesire  to  make  the  state  coinmercially 
prosperous, to  make  Maryland  the  channel  through  which  might 

flow  the  trade  of  the  surrounding  country  and  of  the  \vest. 

(1) 
This  v/estern  trade  was  tne  great  prize  to  be  contended  for. 

(1)   Proceedings  of  House  of  Delegates,  1827,  p. 259  et.seq. 


The  produce  of  that  great  region  could  in  part  be  floated 
down  the  Mississippi  River,  but  for  imports  it  was  depend- 
ent upon  the  costly  wagon  v/ays  acx'oss  the  Alleganies,   The 
introduction  of  the  steamboat  upon  the  Mississippi  threat- 
ened even  tnis  traffic;  but  in  internal  improvements  the, 

(1) 
Atlantic  states  thought  they  saw  a  means  of  redress.   The 

geographical  relation  or   most  of  these  states  to  the  v/est 
'.vas  not  dissimilar.   The  trade  would,  therefore  be  captur- 
ed, and  probably  perrtianently,  by  wnichever  one  of  tnem 
should  be  able  fii'st  to  offer  the  easiest  and  cheapest 
transpoi'tation  from  the  interior  to  the  coast. 

Thus  the  demand  for  internal  improvements  was  real 
and  rational,  and  in  the  days  before  the  railroad  its  log- 
ical expression  was  in  the  forrri  of  roads,  canals,  and  im- 
proved river  courses.   But  such  undertakings  v/ere  costly; 
the  question  of  their  financeering  became  an  important  one, 
NuTierous  private  attempts  had  failed,  or  at  most  had  met 
with  only  very  partial  success.   Private  capital  indeed  was 
either  insufficient  or  unwilling  to  venture  upon  the  bolder 
projects.   The  National  Governinent  v/as  looked  to  for  aid, 
but  Congress,  after  having  authorized  the  great  Cumberland 
Road,  entered  upon  a  prolonged  discussion  of  the  constitu- 
n^oL  Report  of  Corfor.ittee  of  Senate  on  Traae  of  Marvland. 


tionality  of  such  action,  which  while  keeping  the  friends 
of  the  AiTierican  system  in  suspense,  gave  them  but  little 
practical  encouragement.   The  responsibility  seemed  to  have 
been  tlirovm  upon  the  shoulaers  of  the  individual  corrar.on- 
v/ealths, 

Thi.t  Maryland  delayed  so  long  tu  use  the  pov/er  and 

credit  of  the  state  for  this  purpose  v/as  due,  as  noted, 

(1) 
largely  to  political  dissensions.    But  back  of  these  po- 
litical dissensions  and  the  cause  thereof,  lay  important 
economic  differences.   The  division  of  the  state  by  the 
Chesapeake  Bay  into  tv/o  distinct  sections  early  bred  a 
feeling  of  distrust  between  the  dv/ellers  on  the  eastern 
ana  those  on  the  v/estern  siiore.   Later  a  similar  distinc- 
tion and  aistrust  developed  between  the  northern  and  south- 
ern counties.   This  v/as  partly  tiie  result  of  Maryland's  be- 
ing essentially  a  border  state,  the  southern  and  eastern  - 
the  tidev/ater  -  counties  allied  in  soil  and  economic  con- 
ditions with  the  South,  the  northern  and  western  counties 
identified  in  general  characteristics  v;ith  the  North,   But 
more  important  than  this  as  a  breeder  of  sectional  animos- 

(1)  Proceedings  of  House  of  Delegates,  1820,  p. 28,  et  seq. 
"Maryland  has  been  v/asting  her  energies,  a,nd  destroying  her 
best  intere.jts  by  doniestic  feuds  and  political  struggles," 


ity  was  the  gradual  shifting  of  the  economic  centre  of  the 
state  from  the  southern  to  the  northern  counties,  which  was 
aefinitely  realized  in  the  first  quarter  of  the  last  cen- 
tury.  This  was  i^articularly  exemplified  in  the  increasing 
d  ominance  of  our  city  -  Baltimore.   Favored  v/ith  an  excel- 
lent harbor  and  a  central  position  this  city  thrived  won-  . 
derfully.   The  western  trade,  coming  across  the  National 
Turnpike  to  Curriberland,  found  its  easiest  outlet  at  Balti- 
more, which  v/as  also  the  normal  point  of  transshipment  for 
the  iirii^ortant  trade  down  the  valley  of  the  Susqueiianna, 
Moreover,  in  the  suaaen  development  of  nianuf acturing  during 
the  war  period,  the  hilly  region  around  Baltimore  had  of- 
fered such  excellent  vi/ater  power  that  the  bulk  of  the  fac- 
tories tended  to  centralize  in  this  neighborhood.   Outside 

of  Baltimore  the  most  noticeable  development  vms  in  the 

(1) 
counties  north  and  v/est.  This   as  due  to  the  excellent  soil 

of  certain  sections,  the  adapt  bility  of  others  to  the  lo- 
cation of  factories  and  mills,  and  the  mineral  wealth  of 
the  Allegany  region  only  beginning  to  be  developed. 

In  contrast  to  this  stood  conditions  in  the  southern 
part  of  the  state.   The  Eastei-n 'Shore  was  barely  able  to 

(1)   Majority  report  of  Committee  on  Internal  Improvement, 
1832.   (Public  DocujTients)  . 


liold  its  own  from  1800  to  1325;  and  the  lower  Western  Shore 

was  beginning  to  suffer  froni  the  effects  of  the  long  ex- 

-.  i 
ploitation  of  its  soil  by  successive  plantings  of  tcbacco,    \ 

The  distress  here  v/as  at  times  so  acute  that  lands  were  be-   j 

I 
ing  deserted  and  the  emigration  of  the  younger  generation     j 

caused  an  actual  decrease  in  the  population  of  certain  sec-   I 
(1)  ! 

tions. 

The  existence  of  economic  differences  bred  local       ' 
(2)  ! 

jealousies.     The  peojle  occupied  themselves  with  politics 

The  Legislature  had  little  time  to  spare  for  the  consider- 
ation of  industrial  rratters.   It  was  only  upon  the  passing    | 
of  the  Federalist  party  about  1820  that  a  political  peace     j 
was  teiiiporarily  effected.   Local  jealousies,  however,  still   j 
existed  and  fox'iued  a  sturribling-block  in  the  way  of  improve-   | 
ment  agitation.   The  advantages  of  internal  improvements, 
if  constructed  by  private  irieans,  was  generally  acknowledg- 
ed,  although  even  here  state  jealousy  sometimes  entered;     } 
the  fear  that  Virginia  emd  the  District  of  Colurribia  would 
profit  too  much  frorri  a  Potomac  canal  led  the  Mar^^land  leg-    j 
islatui'e  on  two  occasions  to  refuse  even  its  sanction  to      i 
that  undertaking.   But  that  the  state  treasury  should  be-     ! 
come  involved,  with  the  consequent  possibility  of  direct 

(1)  Report  of  Committee  on  Finances  and  Internal  Improve- 
ment, 1835.   (Public  Docuirients). 

(2)  Governor's  Message,  1829. 


taxation,  v/as  an  entirely  different  proposition.   This  pol- 
icy of  state  aid,  v/hich  later  led  Maryland  to  the  verge  of 
repudiation  v;as  by  no  nieans  a  spontaneous  movement,  the 
product  of  a  mad  fever  of  universal  contagion,  such  as  it 
has  sometimes  been  depicted.   So  far  from  being  so  it  was 
only  by  the  niost  strenuous  efforts  and  after  a  long  cam- 
paign that  the  friends  of  the  policy  were  able  to  persuade 
a  majority  of  the  counties  to  their  v/ay  of  thinking.   The 

first  bill  iriaking  a  l8.rge  appropriation  to  Internal  Improve 

(1) 
ments  passed  the  House  of  Delegates  by  the  close  vote  of 

35  to  34,  and  the  passage  of  similar  bills  later  v/as  in 

(2) 
like  ntanner  closely  contested.   This  opposition  was  based 

largely  on  local  jealousies,  was  often  irrational,  but  of 
its  existence  there  is  no  question.   And  notwithstanding 
the  rosy  colors  in  v/hich  the  various  proposals  were  paint- 
ed, the  possibility  of  their  failure  was  by  no  irieans  over- 
looked. 

The  centre  of  the  enthusiasm  v/as  in  the  section  bor- 
aering  upon  the  Potomac  River,   Every  village  along  that 
river  saw  in  a  Western  canal  the  means  of  its  becoming  a 
metropolis.   The  attitude  of  Baltimore  toward  the  whole 
movement  was  for  a  time  unsettled.   The  majority  of  opinion 

(1)  Md,  Laws,  1825,  ch,  180, 

(2)  Proceedings  of  House  of  Delegates,  p,  584  and  pp,  415- 
420, 


at  first  seemed  to  incline  toward  a  canal  up  the  Suaquehan3- 

na,  fearing  a  Potorrac  canal  would  unduly  benefit  its  rival 

(1) 
cities  of  Maryland  and  the  District  of  Oolunibia.    The  as- 
sent of  Baltimore  to  the  Chesapeake  and  Ohio  project  was 
finally  v/on,  but  then  only  half-heartedly,  by  the  promise 
of  a  lateral  connection  from  the  Potomac  to  the  Patapsco. 
The  Eastern  Shore  alniost  unanimously  opposed  the  whole 
movement.   With  the  exception  of  the  Delaware  and  Chesa- 
peake Canal,  which  was  distinctly  planned  for  the  benefit 
of  through  traffic,  there  was  little  possibility,  or  indeed 
deiriand  for,  internal  iiaprovements  in  this  section.   Any  in- 
direct advantage  it  might  derive  front  extensive  v/orks  on 
the  Western  Shore  was  overborne  by  the  fear  of  direct  tax- 
ation being  necessary  and  by  the  feeling  of  jealous  dis- 
trust v^hich  was  the  heritage  of  the  Eastern  toward  the 
Western  Shore. 

Granting,  however,  the  value  of  internal  improve- 
ments to  the  state  and  the  wisdom  of  the  policy  of  state 
aid,  tlie  choice  of  improvements  to  be  aided  did  not  adiriit, 
at  first,  of  much  dispute.   Indeed  the  topography  of  the 
state  pointed  out  so  clearly  the  direction  which  such  im- 

(1)   Niles*  Register,  Vol.  25,  (1823-24)  p.  145.   Baltimore 
Arrerican.  1825,  Feb.  7, 


provements  snould  follow  that  the  broad  outline  of  f-ll  fu- 
ture development  v,fas  laid  within  a  few  years  of  the  Revolu- 
tion* a  close.   This  outline  consisted  of  a  three-pronged 
system  of  v/aterways  radiating  from  the  Chesapeake  Bay  as  a 
centre:-  eastward,  across  the  Delaware  Peninsula;  north- 
v.'ard,  up  the  valley  of  the  Susquehanna,  westward  with  the 
course  of  the  Potomac.   The  early  history  of  the  L,t tempts 
to  carry  out  these  improvements  is  of  little  importance  in 
itself,  but  a  brief  review  may  serve  to  place  later  devel- 
opments in  a  clearer  light: 

(1)   The  Delaware  and  Chesapeake  Canal.    This  was  among 
the  earliest  of  such  projects  to  be  proposed  in  the  count/u^^ 
foniiing  a  favorite  topic  of  discussion  even  in  colonial 
days.   Three  states  -  Pennsylvania,  Delaware  and  i'ar5;-land  - 
expected  much  from  the  coniiriercial  effects  of  such  a  con- 
necting link  betv/een  the  Chesapeake  and  Delaware  Bays, 
v/hile  the  National  Governrrient  favored  it  for  its  supposed 

strategic  value  in  times  of  war.   After  nrany  futile  begin- 

(1) 
nings  actual  work  was  begun  in  1824,    the  state  of  Mary- 
land having  subscribed  $50  000  to  the  stock  of  the  company 
(1)   Niles*  Register,  Vol,  26  (1824)  p. 180. 


formed  for  the  pui-pose.   The  canal  was  opened  for  traffic 
in  ISSLf   ana  developed  a  considerable  local  business,  but  as 
it  only  acconuiiodated  boats  of  a  shallow  draft  it  never  be- 
ccorie  a  conanercial  thoroughfare  as  had  been  anticipated, 

(2)   The  Susquehanna  River.    Internal  Improvements  had 

their  beginning  in  Maryland  with  the  incorporation  of  the 

(1) 
"Proprietors  of  the  Susquehanna  Canal"  in  1784,   The  Sus- 
quehanna River  was  navigable  for  small  craft  v/ell  into  the 

State  of  Pennsylvania,  except  for  a  stretch  of  some  ten 

(2) 
miles  below  the  Pennsylvania  line.   This  obstacle  the  com- 
pany proposed  to  overcome  by  building  a  canal  around  the 
unnavigable  portion  of  the  river,  from  Love  Island  to  tide- 
v/ater.  Work  progressed  very  slowly.   The  company  got  into 

financial  difficulties,  and  in  1800  the  state  came  to  its 

(3) 
aid  with  a  loan  of  $30,000,   Ultimately  the  ten  mile  canal 

v/as  completed,  &Jid  some  minor  improvements  v/ere  made  to  the 

river  bed,  but  the  trade  value  of  these  enterprises  was 

very  slight. 


(1)  Maryland  Laws,  17 S5,  ch,  23, 

(2)  Proceedings  of  House  of  Delegates,  1819,  p,  63, 

(3)  Maryland  Laws,  1799,  ch.  17, 


(1) 

(3)   The  Potomac  River.    Long  meditated  plans  for  render- 
ing the  PotoiTtac  River  a  navigable  waterway  culminated  in 

1784-5,  when  the  "Potomac  Company*  v/as  chartered  by  the 

(2) 
states  of  Virginia  cOid  Maryland.   This  company  proposed  to 

clear  the  cliannel  of  the  Potomac  River  for  navigation  as 
far  as  Cumberland,  building  canals  where  necessary  around 
obstructions  due  to  falls  and  rapids.   The  history  of  the 
company  is  one  of  failure,  notv/ithstanding  the  perfonnance 
of  some  rather  remarkable  engineering  feats  and  the  actual 
opening  of  a  considerable  portion  of  the  river.   In  1S19  it 
gave  up  the  striiggle  after  having  expended  more  than 
^700,000  and  accuiiiulated  a  debt  of  ¥170,000,   The  enter- 
prise had  been  launched  almost  entirely  as  a  private  ven- 
ture, the  state  of  Maryland  subscribing  originally  only 

"^  5,000,   But  in  various  tines  of  financial  embarrassment 

(3) 
the  state  had  iriade  further  subscriptions,   until  in  1820 

its  total  holdings  of  stock  amounted  to  $120,444,44  in  ad- 

(4) 
dition  to  a  loan  of  $30  000  advanced  the  company  in  1814. 

With  the  exception  of  a  sinall  dividend  of  ^  457  in  1812  the 

(1)  For  the  detailed  account  of  the  early  history  of  the 
attempts  to  build  a  canal  up  the  Potomac  River,  see  Ward's 
"The  Early  Development  of  the  Chesapeake  and  Ohio  Canal 
Project". 

(2)  Md.  Laws,  1784,  ch.  33. 

(3)  Idem.,  1795,  ch.  51. 

(4)  Maryland  Laws,  1812,  Resolution  6;  1S13.   Resolution  8 
1818,  Resolution  29;  1819,  Resolution  11^  1822,  Resolution 
43  . 


state  had  received  no  return  v/hatever  ujjon  these  invest- 
ments. 

With  the  exposure  of  the  Potomac  Comijany's  affairs 
in  1S19  all  nope  was  abandoned  of  making  the  Potoir»ac  River 
navigable,  and  attention  turned  to  another  scheme  -  the 
building  of  a  continuous  canal  parallel  to  the  river.   By 
the  first  proposition  this  v;as  merely  to  extend  from  tide- 
water -  i.e.,  Georgt;town  -  to  Cumberland,  which  it  v/as  es- 
timated, could  be  done  for  $1,574,954.   Virginia  immediate- 
ly incorporated  the  Potomac  Canal  Coinpany  to  carry  out  this 
plan,  but  the  Maryland  Legis lecture  refused  its  confirina- 
tion.   The  only  apparent  reason  foi*  this  action  v/as  the 
jealous  fear  that  the  District  of  Columbia  would  benefit 
unduly  from  a  canal  tenriinating  at  Georgetov/n. 

Meanv/nile  events  v/ere  shaping  for  a  bolder  enter- 
prise.  The  idea  of  a  continuous  canal  from  the  Chesapeake 
Bay  to  the  Ohio  River  -  a  canal  which  v/ould  enable  the  pro- 
ducts of  the  great  West  to  come  to  the  ocean  v/ithout  un- 
loading -  had  been  broached  some  years  before.   But  the  ex- 
pense of  such  an  undertaking  daunted  its  advocates  ©.nd  up 
to  1823  there  seemed  little  likelihood  of  aid  from  the  Na- 
tional governraent.   The  internal  improvement  party  had  doni- 


inated  Congress  for  a  tenn  of  years  but  so  fi.r  a  strict 

construction  president  iiad  :.,revented  action.   In  the  fall 

of  1823  matters  changed.   President  Monroe  cast  aside  his 

constitutional  scruples  and  it  appeared  reasonably  certain 

that  the  Chesapeake  and  Onio  project,  if  properly  presented, 

would  receive  National  sanction  and  aid.   At  a  convention  . 

of  the  friends  of  the  canal  it  v;as  estimated  that  the  east-   | 

em  section,  from  Georgetown  to  the  coal  banks  above  Cum-    ' 

berland  could  be  constructed  for  $2,750,000.   Virginia  re- 

Si^onded  immediately,  Jan.  27,  1824   by  incorporating  a  com-   ' 

pany  on  the  lines  laid  dovm  b.v  the  convention.    A  year      ^ 

later  the  Maryland  Legislature  confirnted  the  act,  but  with 

the  express  reservation  of  the  right  to  construct  a  lateral  ! 

(1) 
canal  from  the  District  of  Columbia  to  Baltimore  City.    No 

subscription  was  authorized  by  this  act  to  the  stock  of  the  ' 

new  company, 

i 
Thus    up   to   1P.25   the   State   of  Maryltjid  had    expended         | 

in  various   dchemes   of   internal   iniprovement  n^'arly  a  half 

million  dollars.      This  v/as  a  very  considerable   surri  at   the 

time,   but    the   expenditure  had  been  spread   over  a  nurriber  of 

years,    and,   v/hat  was  laore   important,    this  money  had  been 

drawn  entirely  from  current   revenues.      No  debt  had  as  yet 

been  incurred, 

(1)      Md.   Laws,    1824,    ch,79    (Jan,lo,    1825,  . 


INTERNAL  IMPROVEIffiNT  LOANS.  (1826-1840) 

(1) 
The  act  of  March  6,  1S26,   making  conditional  aiJpro- 

priations  of  f?l,700  000.  to  various  improvement  undertak- 
ings, definitely  accepted  the  policy  of  state  aid  to  inter- 
nal improvements  and  also  gave  the  first  sanction  to  the 
use  of  the  public  credit  for  this  purpose.   To  render  the 

30 

act  easier  of  passage  the  aid  offered  v/as^distributed  as  to 
placate  as  far  as  possible  all  sections  of  the  state.   The 

suiTi  of  $500,000  v/as  subscribed  to  the  Chesapeake  and  Ohio 

(2) 
Canal  Company,    $500,000.  was  pledged  to  construct  a  con- 
necting canal  from  Washington  to  Baltimore,  when  such 
should  be  declared  feasible  and  a  company  duly  organized; 
a  similar  sum  was  promised  to  any  company  that  might  be 
formed  to  build  a  canal  from  Baltimore  to  Yorkhaven,  Penn- 
sylvania; and,  finally,  $200,000.  was  pledged  for  the  im- 
provement of  rivers  and  lowlands  on  the  Eastern  Shore,   To 
raise  the  money  thus  appropriated  the  treasurer  was  direct- 
ed to  negotiate  a  5^  loan  redeemable  after  1860,   Of  these 

four  authorized  appropriations  only  the  first  was  ever 

(3) 
made.    The  projects  of  lateral  canals  from  Baltimore  to 

the  Potomac  River  and  from  Baltimore  to  Yorkhaven  were  ten. 

(1)  Md,  Laws,  1825,  ch,  180. 

(2)  The  certificates  of  stock  and  debt  of  the  old  Potomac 
Company  held  by  the  state,  were  also  subscribed  for, stock 
in  the  new  company,      (3)  Md,  Laws,  1827,  ch,  104. 


porarily  dropped,  and  the  indefinite  plan  of  bettering  the 
Eastern  Shore  navigation  was  never  carried  beyond  the  sur- 
veyor's cnart,  if  indeed  it  v/as  ever  intended  to  be  carried 
farther.   The  Chesapeake  and  Ohio  Canal  itself  languished 
for  a  time;  and  \'ihen   finally  begun  in  1828,  the  whole  com- 
plexion of  the  movement  had  been  changed. 

The  i^eport  of  General  Bernard  in  1826,  with  its  es- 
timate of  over  $22,000  000.  for  a  Chesapeake  a.nd  Ohio  ca- 
nal, added  to  the  cost  and  uncertainty  of  a  Baltimore  con- 
nection, quenched  v/hat  little  hope  the  people  of  that  city 
had  ever  had  in  this  vast  project.   Still  anxious,  however, 
to  save  the  valuable  trade  of  the  West,  they  sought  a  sub- 
stitute, and  found  it  in  a  newly  invented  form  of  transport- 
ation  -  the  railroad.   A  company  v/as  formed  to  construct 

such  a  road  westv/ard  from  Baltimore,  with  the  aim  of  ulti- 

(2) 
mately  reaching  the  Ohio  River,   A  charter  was  readily  ob- 

(3) 
tained ^  and, upon  an  appeal  to  the  state  for  aid,  the  Leg- 
islature subscribed  $500,000.  to  the  stock  of  the  Baltiiriore 
and  Ohio  Railroad  Company,  at  the  same  time  revising  the 
similar  appropriation  to  the  Chesapeake  and  Ohio  Canal  Com- 
pany so  as  to  bring  both  these  grants  under  the  same  con- 

(1)  Report  of  Baltimore  and  Ohio  Railroad,  1830, (Public 
DocuHients) , 

(2)  Proc.  House  of  Delegates,  1827,  p. 269  et  seq, 

(3)  Md.  Laws,  1826,  ch.  123. 


(1) 

ditions.    These  conditions  exacted  that  the  two  works 
should  follov/  certain  prescribed  routes,  later  much  changed.- 
that  each  company  should  liave  bona  fide  subscriptions  of 
certain  amounts  precedent  to  the  state's  subscriptions;  and 
finally,  that  each  company  should  agree,  if  requested,  to 
accept  b%   bonds,  irredeemable  for  15  years,  in  payment  of 
the  state's  subscriptions.   These  conditions  7/ere  complied 
with,  and  on  the  same  day,  July  4,  1328,  both  v/orks  v/ere 
fornially  begun. 

The  aims  of  these  two  undertakings  v/ere  almost  iden- 
tical; their  lines  of  construction  almost  parallel.   That 
the  two  v/ere  by  their  nature  destined  to  be  rivals  was  not 
overlooked  by  certain  of  their  projectors,  and  mutual  an- 
tagonism v/as  at  times  acute.   But  the  essential  character 
of  tne  rivalry  was  not  generally  grasped.   Canal  transport- 
ation had  the  support  of  long  precedent  and  the  steairiboat 
v/as  an  assured  success;  the  railroad,  on  the  other  hand, 
was  an  experiment.   There  v/as  a  prevalent  belief  that  the 
two  undertakings  had  different  fields  of  v/ork;  that  the  ca- 
nal was  adapted  to  the  carrj^ing  of  the  bulky  mineral  and 

(2) 
agricultural  products  of  the  Allegany  region,   v/hile  the 

(1)  Marylarid  Laws,  1827,  ch.  104  and  ch.  105, 

(2)  Report  of  Committee  on  Internal  Improvements.  1830. 
(Public  Docuinents) , /Iku,  ^  C-^C/^ y^^^^i  a^^  au-^-C^.  /k   ^^^.^u.^.^:^.  /  J^ 


railroad  would  find  its  field  of  usefulness  in  the  trans- 
port of  lighter  and  more  perishable  goods.   It  was  the  ex- 
istence of  this  belief  in  the  restricted  field  of  the  i*ail- 
road,  together  with  the  necessity  of  compromise  on  the  part 
of  both  lobbies  in  order  to  present  a  united  front,  that 
caused  the  legislative  treatment  of  the  tv/o  companies  to  be 
more  or  less  impartial. 

The  construction  of  the  Railroad  proceeded  rapidly. 
By  April  1,  1832  it  v/as  in  operation  as  far  as  the  Point  of 

Rocks  on  the  Potouiac  River,  sixty-nine  Utiles  from  Bal ti- 
ll) 
more.   Erom  the  very  first  the  new  road  proved  an  economic 

success,  developing  the  country  through  which  it  passed  and 
being  offered  many  times  the  freight  it  was  able  to  handle. 
The  canal  company,  with  its  more  cuiribrous  organization, 
moved  more  slowly,  althougn  all  might  have  been  well  had 
not  its  overcaution  and  jealousy  of  the  railroad  caused  it 
to  taice  a  fatal  step.   The  natural  passage-way  to  the  West 
for  both  canal  and  railroad  lay  along  the  valley  of  the  Po- 
tomac River,  and  both  companies  had  planned  to  follow  this 
course.   The  passage  up  the  valley,  however,  was  so  narrov/ 
in  places,  particularly  at  the  Point  of  Rocks,  that  the 
canal  company,  claiming  a  prior  grant  of  the  route,  con- 
tested the  claim  of  the  railroad  to  the  use  of  the  river- 
ID   Reizenstein.  Economic  History  of  the  Baltimore  cind 
Ohio  Railroad,  p. 26, 


bank  at  this  place.   The  triatter  was  finally  settled  in  1832 

by  the  Court  of  Appeals  in  favor  of  the  Canal  Company,  and 

in  the  following  year  by  a  compromise  on  the  part  of  both 

(1) 
companies.   But  by   this  time  irreparable  injury  had  been 

done  the  canal  enterprise  by  the  consequent  delay  in  con- 
struction.  The  friends  of  the  Chesapeake  and  Ohio  canal 
had  from  the  beginning  placed  great  trust  in  the  aid  of  the 
Federal  Government,  hoping  indeed  to  shift  the  full  re- 
sponsibility upon  the  nation's  shoulders.   This  trust  had 
been  rewarded  by  a  congressional  subscription  of  $1,000  000 
to  the  Company's  stock  in  1828,  and,  if  rapid  progress  had 
been  inade  upon  the  v/ork,  it  is  jjrobable  that  more  would 
have  been  forthcoming.   But  by  18^2,  when  the  canal  was 
ready  to  resunie  work^the  situation  had  greatly  changed. 
The  internal  improvement  party  in  Congress  had  lost  its 
power,  the  President  had  become  lonfriendly  and  it  appeared 
certain  that  no  further  aid  could  be  obtained  from  this 
source.  Moreover,  during  these  critical  years  the  railroad 
v«as  gaining  converts;  enthusiasm  for  the  canal  had  so 
waned  that  private  assistance  was  not  forthcoming.   The 

state  iTiade  another  sniall  subscription  of  $125,000,  -  in  5^ 

(2) 
15-year  bonds,  to  Chesapeake  and  Ohio  stock   but  this  was 

(1)  4,  Gill  and  Johnson,  52.   Reizenstein,  pp.  29-32. 

(2)  Md.  Laws,  18^3,  ch.  269. 


insvjf f icient  even  to  meet  the  accuiriulated  indebtedness  of 

the  corripany,  and  further  appeal  was  inade, 

Meanv/nile  the  success  of  the  Baltimore  and  Ohio 

Railroad  had  inspired  other  enterprises  of  the  same  kind, 

in  two,  and  the  most  important,  of  which  the  state  treasury 

becairie  involved.   These  were  the  Baltimore  and  Washington 

and  the  Baltimore  and  Susquehanna  Railroads,  both  of  v/hich, 

it  is  to  be  noted,  parallelled  the  routes  of  previously 

planned  canals,   (1)  The  Baltimore  and  Washington  Railroad 

(1) 
started  as  an  independent  enterprise,   but  meeting  with  ill 

success,  tiie  Baltimore  and  Ohio  Railroad  company  undertook 

(2) 
its  construction  as  a  branch  of  its  main  line.   The  Legis- 
lature subscribed  $500,000  to  the  new  stock  issued  there- 
for, with  the  provisions  that  this  subscription  should  be 
considered  a  "separate  and  distinct  stock*;  that  the  inter- 
est of  the  state  in  the  road  should  never  be  pledged  as  se- 
curity for  a  mortgage;  and  that  one-fifth  of  the  gross  pas- 
senger receipts  from  the  Washington  branch  line  should  be 
annually  paid  to  the  state.   The  road  v/as  quickly  complet- 
ed, proved  iirimed lately  successful,  and  the  wise  provision 
for  the  tax  on  passenger  receipts  became  a  lucrative  source 
of  revenue  to  the  treasury.   It  was,  indeed,  the  only  one 

(1)  Md.  Laws,  1827,  ch,  170;  1828,  ch,  139. 

(2)  Idem.,  1830,  ch.  158;  1831,  ch.  530;  1832,  ch,  175, 


of  the  state's  ventures  in  internal  improvements,  that 
turned  out  to  its  imnriediate  financial  advantage. 

(2)  The  Baltimore  and  Susquenanna  Railroad  started 

favorably  with  a  capital  of  $450  000,  of  which  the  State  of 

(1) 
Maryland  had  subscribed  $100,000  but  it  irranediately  en- 
countered a  formidable  obstacle  in  the  refusal  of  the  Penn- 
sylvania Legislature  to  allow  it  to  be  carried  through  the 
state,   Pennsylvania  was  busy  with  its  own  schemes  of  im- 
provement and  resented  tnis  attempt  of  Maryland  to  strike 

(2) 
at  tiie  heart  of  its  system  and  divert  trade  to  Baltiiiiore 

which  legitimately,  it  was  thought,  belonged  to  Philadel- 
phia.  The  requisite  pemnission  was  finally  granted  in 
1834,  but  the  delay  had  so  discouraged  most  of  the  stock- 
holders that  they  ceased  to  pay  their  instalments  when  cal- 
ls) 
led  for.   The  Maryland  legislature  offered  to  guarantee  a 

(4- 
bond  issue  of  $300  000  _>  but  the  company  was  unable  to 

float  a  loan  on  the  conditions  required  in  the  act,  and  ap- 

(5) 
plied  for  more  material  help. 

Thus,  up  to  the  end  of  1833  the  state  treasury  had 

not  been  seriously  embarrassed  by  its  ventures  into  the 

(1)  Md.  Laws,  1827,  ch,  72.  cf.  Report  of  Committee  on  In- 
ternal Improrertjents.  1834,  Feb.  (Public  Docurr»ents) .     (2) 
Letter  of  President  of  Baltimore  and  Susquehanna  Railroad 
Company,  1829,  Dec.  1. (Public  Documents). 
(3)   Memorial  of  Balto.  and  Susquehanna  Railroad  Co.  1834 
Public  Docuir.ents,  No.  14),     (4)   Md.Laws.  1832,  ch.220. 
(5)   Repts,  Balto,  and  Susquehanna  Rrd,  Co.  for  1833  and 
1835  (Public  DocuiTients). 


field  of  internal  improvements.   The  appropriations  made 
thereto  had  resulted  in  the  authorization  of  a  debt  of 
$1,725,000,  a  third  of  v/hich  had  not  yet  been  contracted. 
The  form  and  provision  of  the  several  subscription  acts 
were  much  alike.   In  each  the  state  reserved  the  privilege 
of  paying  its  promised  subscription  by  a  direct  transfer  of 
state  stock  to  the  company  concerned,  leaving  to  it  all 
difficulties  of  iuarketing  the  stock.   The  rate  of  interest 
v/as,  with  one  exception,  b%.      The  exception  v/as  in  the  case 
of  the  subscription  of  $100  000  to  the  Baltimore  and  Sus- 
quehanna Railroad  Company  in  1831  when  an  easier  money  mar- 
ket permitted  the  issue  of  4  l/2  %   stock.   The  sanne  rate 
v/as  originally  fixed  for  the  loan  authorized  in  1834  for 
the  Baltimore  and  Washington  Branch  Railroad,  but  the  di- 
rectors of  the  road  being  unable  to  dispose  of  it  at  the 

price  required  by  the  act,  the  Legislature  later  converted 

(1) 
it  into  a  b%   stock,   Occaaionally  the  state  had  exceeded 

the  regular  duties  of  a  stockholder  by  advancing  the  in- 
stalments on  its  holdings  of  stock  before  due  and  before 

(2) 
the  other  shareholders  had  paid.    In  such  cases,  hov/ever, 

special  security  had  been  exacted  for  the  advance. 

(1)  Md.  Laws,  1833,  ch.  33. 

(2)  Md.  Laws,  1831,  ch.  224;  1833,  ch.  33;  1833,  ch.l05. 


The  Legislature  of  1834  granted  applications  for  aid 

from  two  improvarient  companies  -  the  Chesapeake  and  Ohio 

(1) 
Canal  and  the  Baltimore  and  Susquehanna  Railroad,   The 

promoters  of  the  Railroad,  discouraged  by  the  opposition  of 

Pennsylvania,  had  carried  oin  the  work  but  slowly,  and  the 

road  had  been  cari'ied  as  yet  but  a  third  of  its  v/ay  to 

Yorkhaven,   But  there  was  little  doubt  that  it  could  be 

(2) 
completed  in  a  short  time  at  a  comparatively  sirall  expense, 

and  the  Legislature  a£j;reed  to  loan  the  company  a  million 

dollars.   The  canal  presented  a  more  serious  proposition. 

After  having  expended  $4  500  000  in  constructing  its  first 

[6) 
106  miles  the  company  v/as  now  bankrupt.   It  was  evident 

that  the  canal  would  be  of  little  value  unless  extended  to 

Cumberland  at  least,  and  Cunrtberland  was  86  miles  away.   Aid 

from  the  United  States  Government  could  no  longer  be  relied 

upon,  and  private  cavital  had  lost  its  ardor  for  canal  in- 

(4) 
vestments.   The  state  treasury  seeired  the  only  resource. 

The  Company's  surveys  and  estimates  demonstrated  that  the 
remaining  section  of  the  canal  could  be  finished  at  an  ex- 
penditure of  $2,000  000,  or  less,  and,  in  this  belief,  the 

(1)  Md.  Laws,  1834,  ch,  241,     (2)  Memorial  of  Balto,  and 
Susquehanna  Railroad  Co,, Jan, 13,  1835,  (Public  Docurr»ents, 
1834),     (3)  Memorial  of  Chesapeake  and  Ohio  Canal  Co, 
1834  (Pub.Docs,),  (4)  Corrariittee  of  House  on  Ches- 

apeake and  Ohio  Canal,  Peb,  13,1835,  (Pub,  Docs, 1834), 


Legislature  authorized  a  loan  to  the  Coiapany  of  as  much  of  \ 

(1)  i 

$2  000  000  as  might  be  necessary.  ' 

In  making  tnese  locuis  measures,  apparently  attiple, 
were  taken  to  guard  the  state  against  loss.   It  .vas  pro- 
vided: (1)  That  each  company  should  deposit  a  covenant  with  j 
the  state,  pledging  its  whole  property  and  resources  for  i 
securing  the  payment  of  interest  and  principal  of  the  loan  j 
made  to  it;   (2)  That  each  company  should  pay  its  v.-hole  net  i 
receipts  to  the  treasurer  anniially^  to  accurriulate  until  he 
should  have  a  fund  sufficient  to  pay  the  state  lojms  when  \ 
due;   (3)  That  the  Baltimore  and  Susquehanna  Railroad  Com- 
pany should  have  called  in  all  unpaid  subscriptions  of  its  j 
private  stock  holders,  and  have  deposited  a  bond  with  the  j 

treasurer  in  penalty  of  $100  000  as  a  special  security  for  ! 

I 

the  interest  due  the  state  before  the  completion  of  the  ] 

road  to  Yorkliaven,   To  meet  the  loans  when  demanded  the  1 

treasurer  was  authorized  to  issue  and  sell  6%   stock  redeem-  j 

I 

able  at  ;xriy  time  after  1860,  provided  he  should  receive  not  I 

less  than  lb%   premiuin.   The  full  amounts  of  the  loans  v/ere  • 

denanded  by  the  tv/o  companies  alniost  inimediately,   Portu-  \ 

)1)   The  passage  of  this  act  was  secured  by  providing  that  i 

in  certain  cases  the  expected  profits  should  go  to  the  j 
school  fund.   Governor's  Message,  1835  p. 50,  says:   "The 
great  feature  is  that  vfhen  refunded  these  loans  are  to  be 
used  for  education."   "By  joining  education  and  internal 
improvements  all  have  been  satisfied," 


nately  the  money  market  v/as  active  and  the  treasurer  was 

able  to  dispose  of  the  State  stock  at  an  average  premium  of 
(1) 

17X. 

The  loans,  however,  completely  failed  to  attain  the 

objects  aimed  at.   The  Baltimore  and  Susquehanna  Company 

with  its  portion  v/as  able  to  carry  its  road  only  tv/o-thirds 

of  the  way  to  Yorkhaven.   The  loan  to  the  canal  company  was   ! 

even  less  successful.   Of  the  $2,000,000  loaned  by  the 

state,  only  $121,000  was  devoted  to  new  construction,  the     j 

residue  being  used  to  defray  outstanding  debts  and  to  re-     i 

(3)  I 

pair  the  old  works.    In  less  than  a  ^^ear  the  Company  again   j 

appeared  before  the  Legislature  as  a  suppliant,  acknowledg-   | 

ing  that  its  former  estimate  had  been  so  far  short  of  the     I 

actual  cost  that  it  would  require  an  additional  $3,000,000    i 

(4)  I 

to  complete  the  canal  to  Cuiriberland.  | 

The  Legislature  v/as  not  in  a  position  to  quibble       j 

I 

over  the  legality  of  things  done.   The  alternative  of  fur- 
ther aid  v/as  the  complete  failure  of  the  canal,  v/hich  meant 
not  only  the  loss  of  all  the  state  investments  therein,  but 
also  the  permanent  saddling  upon  the  treasury  of  an  annual    j 

(1)  Kept,  Ways  and  Means  Com.  relative  to  State  Fund>J.838.  | 
(Public  Documents i  (2)  Report  of  Joint  Corrar.ittee  on  C.  ' 
^nd  0.  Canal,  1835  (Pub.Docs.).  (3)  In  the  language  of  | 
the  President  of  the  Company:  "Residue  expended  in  the  re- 
pairs of  old  work,  the  payments  of  debts  of  company,  and  | 
probably  some  small  sum  in  the  construction  of  locks  to  se- 
cure the  Virginia  trade."  Rept.  Minority  of  Joint  Corrar.ittee  . 
on  C.and  0,  Canal  (Pub.Docs. ,1835) ,   (4)  Joint  Com, Rept, ,Su-  ■ 


interest  charge  of  $151,250  -  a  burden  v/hich  the  finances 
v^ere  in  no  condition  to  bear.   But  preliminary  to  another 
loan  it  was  necessary  to  thresh  over  again  the  v/hole  jjolicy 
of  internal  improvements  with  a  view  of  reconciling  con- 
flicting interests  and  establishing  finally  the  attitude 
of  the  state  governrrient  toward  all  such  enterprises.   As  a 

result  of  this  discussion  a  v/ell-rounded  plan  of  internal 

(1) 
improvements  v,?as  developed.   The  old  project  of  a  canal  to 

the  Ohio  v/as  definitely  abandoned,  and  efforts  v/ere  to  be 
confined  solely  to  completing  it  as  far  as  Cuiriberland,  Per- 
fect confidence  v/as  felt  that  if  the  coal  banks  of  the  Al- 
leganies  v;ere  once  reached  the  canal  would  be  imiriediately 
productive.   The  old  fear  still  lingered  that  the  cities  of 
Virginia  and  of  the  District  might  profit  unduly  from  this 
work,  and  to  quiet  this  fear,  and  to  win  the  favor  of  Bal- 
timore, the  moribund  project  of  a  lateral  canal  from  the 
Potomac  river  to  that  city  was  revived.   In  addition  Annap- 
olis was  to  be  cared  for  by  a  similar  lateral  connection  to 
the  Potomac,   The  Western  trade,  it  was  thought,  could  be 

taken  care  of  by  the  extension  of  the  Baltimore  and  Ohio 

(2) 
Railroad.  That  road  had  been  carried  by  now  as  far  as  Har- 

pra, 

(1)  Report  of  V/ays  and  Means  Cooimittee  on  The  Finances  and 
Internal  Improvements,  1835,   (Public  Documents), 

(2)  Majority  Report  of  Comirdttee  on  Internal  Improvements, 
1S35  (Public  Documents). 


per's  Ferry,  and  was  demonsti'ating  its  economic  value.   Fi- 
nancially it  was  less  successful,  and  to  carry  out  the  plan 
the  state  would  have  to  aid  the  rc^ilroad  as  well  as  the  ca- 
nal.  Finally  the  Eastern  Shore  v/as  to  have  a  share  in  the 
state's  bounty.   The  early  plans  to  improve  lowlands  and 
navigable  rivers  of  that  section  had  never  been  carried  out 
although  repeated  appropriations  had  been  nnade.   But  now  a 
bolder  plan  was  developed  -  to  construct  a  railroad  through 
out  the  whole  length  of  the  Eastern  Shore,  which  by  niirrier- 

ous  branch  lines  would  bring  every  part  of  that  section 

(1) 
into  comiTiiinication  with  the  rest  of  the  country. 

An  act  embodying  these  several  featux-es  and  appropri- 
ating a  total  of  ^8,000  000  was  passed  by  the  Legislature 

(2) 
in  extra  session,  June  4,  1836,    The  money  was  to  be 

raised  by  an  issue  of  %%   50-year  bonds,  v/hich,  hov/ever, 
were  not  to  be  sold  at  less  than  10%  premium.   To  dispose 
of  v/hat  v;as  then  such  a  large  issue  coironis  si  oners  v/ere  ap- 
pointed to  negotiate  the  sale  abroad.   The  $8,000,000  was 
subscribed  to  the  stock  of  the  several  coiipanies  in  the 
folloY/ing  proportion: 

$3,000  000  to  the  Chesapeake  and  Ohio  Canal  Company, 
$3,000  000  to  the  Baltimore  and  Ohio  Railroad  Company, 

(1)  cf.  Md.  Laws,  1835,  ch,  338. 

(2)  Idem.,  1835,  ch.  395. 


and  as  soon  as  formally  organized  v/ith  sufficient  capitals 
to  complete, 

$1,000  000  to  the  Eastern  Shore  Railroad  Company, 

500  000^  to  the  Annapolis  and  Potorriac  Canal  Company, 
500  000  to  the  Maryland  Canal  Company,  (i.e.,  the 
lateral  canal  from  Baltimore  City  to  the  Potorriac  River), 
A  strong, but  unsuccessful  effort,  v/as  made  to  in- 
clude in  this  act  a  provision  for  the  establisiiment  of  a 
state  bank,  or  failing  this  a  real  estate  bank  to  which  the 

state  should  lend  its  credit,  on  the  lines  laid  down  by 

(1) 
certain  Southern  and  Western  States,   Both  plans  were  fos- 
tered primarily  by  the  planters  of  the  lower  Western  Shore, 
v/ho  suffering  from  exhausted  soil,  beleived  that  paper  mon- 
ey, or  at  least  loans  on  farm  lands  at  low  interest,  would 
restore  their  prosperity. 

So  important  was  the  lateral  canal  from  the  Potorriac 
River  to  Baltimore  considered  that  the  subscription  to  the 
Chesapeake  and  Ohio  Canal  and  the  Baltimore  and  Ohio  Rail- 
road v/ere  nnade  contingent  upon  the  organization  of  the  Ma- 
ryland Canal  Company  with  sufficient  capital  to  complete 

(1)   Public  Docuirients,  1835,   Report  on  Real  Estate  Bank, 
and  the  Reports  of  the  Committee  on  Finances  f^nd  Internal 
Improvements  and  of  the  Select  Committee  on  Real  Estate 
Bank  ;  also,  Report  of  Ways  and  Means  Cotrnrdttee,  1836, 


the  proposed,  work,   Purthermore  each  of  the  several  com- 
panies v/ere  required  to  guarantee  on  the  state's  subscrip- 
tion a  preferred  dividend  of  6%,      This  latter  condition  was 
speedily  fulfilled,  although  the  canal  company  hesitated 
for  a  time  to  give  its  assent  because  of  a  clause  in  the 
act  by  v;hich  it  surrendered  certain  claims  it  had  made  to 
the  Potomac  valley  between  Harper's  Ferry  and  Cuiriberland. 
The  first  condition,  that  requiring  the  organization  of  the 
Maryland  Canal  Company,  v/as  also  fulfilled  in  the  course  of 
the  next  few  months,  but  only  after  some  rather  flagrant 
financial  juggling,  the  details  of  v/hich  it  is  difficult  to 
uncover.   Surveys  v/ere  made,  a  company  organized,  and  a 
certificate  showing  a  subscribed  capital  of  ,^1  000  000  pre- 
sented to  the  treasurer  and  approved  by  the  attorney-gener- 
al.  The  company,  hov/ever,  was  ajjparently  nothing  more  than 
a  "durriiritfy"  hatched  up  by  the  friends  of  the  loan  act  for 
the  sole  purpose  of  fulfilling  the  conditions  of  the  appro- 
priations, and  with  no  intention  of  ever  building  the  ca- 
nal.   The  charge  of  fraud  was  repeatedly  irade,  to  v/hich 
the  only  reply  v/as  that  the  certificate  had  been  duly  ac- 

(1)  The  list  of  subscribers,  as  given  in  the  certificate 
shows  that  of  the  total  of  16,105  shares  subscribed  16000 
had  been  taken  by  three  men.   Scharf  says  these  men  were  of 
no  financial  standing  in  the  city.   History  of  Maryland, 
III.,  p. ao^. 

(2)  Report  of  Ways  and  Means  Coirflrdttee  on  Subscriptions  of 
State  e;tc- ,  ,  . ,  1836,  Pub, Docs, 


cepted  by  the  state's  officers. 

The  method  adopted  to  float  the  loan  likev/ise  led  to 

legal  questioning.   The  spring  of  1836,  when  the  act  was 

passed  was  a  tinie  of  general  prosperity.   The  money  market 

was  active  and  the  Legislature  had  thought  the  requirement 

of  a  ZQ%  premium  on  a  6^  bond  to  be  perfectly  feasible. 

But  by  the  time  the  Corrimissioners  were  ready  to  proceed  to 

(2) 
Eui'ope  a  great  change  had  taken  place.   The  crisis  of  1837 

v/as  developing  rapidly  in  the  country,  and  abroad  the  del- 
uge of  Airierican  state  bonds,  combined  with  the  irresponsi- 
ble attitude  of  several  states  toward  their  obligations, 
had  caused  a  rapid  decline  in  Airierican  credit;  to  such  an 
extent  that  the  corrnnissi oners  wei^  unable  to  dispose  of 
their  securities  at  a  price  any  v/here  near  that  demanded  by 
the  tenris  of  the  act.   Tailing  in  this  mission  the  coirimis- 
sioners  adopted  another  method,   carrying  out  the  spirit  if 
not  the  letter  of  the  law  ,   A  contract  was  entered  into 
directly  with  the  two  principal  beneficiaries  of  the  act,- 
the  Baltimore  and  Ohio  Railroad  and  the  Chesapeake  and  Ohio 
Canal  Companies  -  by  which  they  agreed  to  accept  state  bonds 
to  the  full  aiTiount  of  their  respective  subscriptions,  and 
to  pay  the  treasurer  in  cash  the  premium  of  Z0%   required  by 
(1)   Governor's  Message,  183^. 


the  act.   Such  a  contract  was  of  doubtful  benefit  to  the 
state.   There  was  no  reasonable  hope  that  the  companies  con- 
cerned could  dispose  of  the  state  bonds  on  better  terms 
than  the  c  arniissioners  could  have  done,  and  every  reason 
to  believe  that  being  hard  pushed  for  funds  the  bonds  v/ould 
be  sacrificed  to  the  injury  of  the  st^-te  credit.   In  such 
case  the  20X  premiuiri  to  be  paid  the  state  would  have  to 
come  out  of  the  Companies'  capital  accounts,  and,  assuirdng 
the  correctness  of  the  estiiriates  to  complete  the  work,  the 

loans  would  fall  that  far  short  of  accomplishing  their  pur- 
ID 
poses. 

After  a  prolonged  discussion  the  Legislature  refused 
to  contest  the  legality  of  these  contracts,  or  of  the  or- 
ganization of  the  Maryland  Canal  Company,   Adiriitting  the 
irregularities  attaching  to  these  actions,  it  was  none  the 
less  true  that  the  treasurer  had  already  made  the  subscrip- 
tions in  question,  and  the  Chesapeake  and  Ohio  Canal  Com- 
pany on  this  authority  had  entered  into  nuirierous  contracts. 
To  annul  the  act  meant  embarrassment  and  further  delay  to 

the  canal,  when  expedition  appeared  more  than  ever  necessa- 

(2) 
ry.   Moreover  if  the  contracts  v/ere  carried  out  the  state 

(1)  7/ays  and  Means  Corriirdttee,   Report  on  Validity  of  Con- 
tracts made  by  the  Coirimissioners,  etc.,  1855,  (Pub, Docs. ) . 
Report  of  Comrnittee  on  Internal  Itiiprovements,  18;54, 

(2)  Md.  Laws,  1857,  Resolution. 26,  1857;  Resolution  68, 


v/ould  at  least  receive  as  prerrdiuii  a  sum  aggregating 
$1,200  000. 

But  the  contracts  were  not  carried  out,  nor  did  any 
of  the  expected  results  come  to  pass.   Six  per  cent. curren- 
cy bonds  proved  unsalable,  i^nd  the  Legislt-ture  a  year  later 

provided  for  their  conversion  into  5%   50-year  sterling 

(1) 
bonds,  payable  interest  and  principal  in  London;   under  the 

belief  that  5^  sterling  was  an  equivalent  interest  to  6^ 
current  money,  and  much  more  acceptable  to  foreign  invest- 
ors.  Moreover,  the  act  which  provided  for  this  conversion 
radically  altered  the  provisions  of  the  original  act.   The 
state  relinquished  entirely  its  denrjand  for  a  20X  premium, 
but  stipulated  that  each  company  should  guarantee  to  meet 
for  a  space  of  three  years  the  interest  on  the  ^Z   000  000 
loan  for  its  benefit.   Any  advantage  that  the  state  might 
obtain  from  such  a  stipulation  was  considerably  diminished, 
however,  by  the  further  provision  that  in  the  exchange 
$3200  worth  of  the  new  sterling  stock  snould  be  given  for 
each  |;3000  worth  of  the  old  currency  stock,  the  state's  in- 
terest as  a  shareholder  in  the  respective  companies  not  be- 
ing corresi-ondingly  increased. 

This  change  in  the  form  of  the  state  loan  was  of  no 

(1)   Md,  Laws,   1838,  ch,  386, 


intirtediate  benefit.   The  foreign  as  v/ell  as  the  home  market 
refused  Maryland  securities  except  at  prices  ruinous  to  the 
companies'  interests  and  to  the  State's  credit.    The  Bal- 
timore and  Ohio  Railroad  Company,  instead  of  selling  its 
portion,  foxTiied  an  arrangement  with  Baring,  Brothers  and 
Company  of  London,  by  v/hich,  upon  security  of  State  bonds, 
that  finri  was  to  advance  such  sums  to  the  Railroad  Company, 
as  the  progress  of  the  road  required  and  to  dispose  of  the 
state  bonds  at  the  most  favorable  times.   By  this  arrange- 
ment and  by  the  resort  to  the  issue  of  "stock-orders"  - 

i,e,,  scrip  issued  upon  the  security  of  Baltirriore  City 

(1) 
Stock  -    the  Railroad  Company  was  able  to  tide  over  these 

critical  years.   The  State  bonds  delivered  to  the  Chesa- 
peake and  Ohio  Canal  Company  were  treated  with  less  respect  . 
Pressed  with  heavy  debts,  the  canal  company  hyjjotheticated 
the  bonds  with  banks  and  brokers,  who  sold  them  for  v/hat- 
ever  they  would  bring,  thus  sacrificing  the  state's  credit, 
and  diminishing  the  resources  of  the  company.   This  money 

(1)   In  1836  Baltimore  City  subscribed  $3  000  000  to  the 
Baltimore  and  Oiiio  Railroad  Company,  but  inability  to  find 
a  iTiarket  for  municipal  stock  prevented  the  city  from  meet- 
ing its  promised  instalments.   In  this  extremity  the  Rail- 
road Company  accepted  in  lieu  of  cash  ins  +  'alments  city  stocK 
at  par,  deposited  it  with  trustees,  and  issued  ijrinted  or- 
ders in  denominations  from  $1  to  $100  fundable  into  this 
deposited  stock  at  the  v/ill  of  the  holder.   Bolstered  up  by 
the  .agreement  of  the  city  to  receive  them  in  payn.ent  of 
municipal  dues  these  orders  passed  freely  into  circulation, 
until  overissue  brought  depreciation.   In  1842  the  city 


was  soon  spent,  and  the  company  again  acknov/ledged  its  es- 
timate of  the  cost  of  completing  the  canal  to  have  been 

(1) 
wrong.   In  a  spirit  of  resigned  desperation   the  Legisla- 
ture of  18158  ii.ade  a  further  subscription,  of  §1  575  000  to 

(2) 
the  stock  of  the  Chesapeake  and  Ohio  Canal  Company,   As 

before,  the  b%^    50-year,  State  bonds  authorized  for  tliis 
airiount  were  issued  directly  to  the  company,  and,  as  before, 
the  bonds  were  sold  at  a  discount  and  the  money  expended 
without  final  result. 

In  this  lavish  appropriation  of  the  state's  credit 
the  Baltimore  and  Susquehanna  Railroad  Company  v/as  not  for- 
gotten.  That  Company  v/ith  the  aid  of  previous  state  grants 
and  large  loans  from  Baltimore  City  had  completed  its  road 
to  Yorkhaven,  but  it  was  then  discovered  that  to  make  the 

road  productive  it  would  have  to  be  extended  still  further, 

(3) 
-  to  the  Susquehanna  River  itself.   In  1838  Baltimore  City 

agreed  to  loan  the  company  $250  000  more  on  condition  that 

the  state  viiould  duplicate  this  advance.   The  Legislature 

assented,  and  an  issue  of  $500  000   3^  stock.redeemable 

withdrew  the  fonrier  privilege  of  receiving  them  for  city 
dues,  and  by  funding  and  purchase  these  "stock  orders"  were 
soon  retired.   See  Hollander,  Financial  History  of  Balti- 
more, p, 181, for  a  more  detailed  account  of  these  orders. 

(1)  Rpt,  of  Ways  and  Means  Com,  1838(Pab,Docs. ) 

(2)  Md,  Laws,  1838,  ch,  396,  (3)  Governor's  Message  Jan, 
2,  1839,  Rept,  of  Com,  on  Intn,  Improvements  on  Balto,  an 
Susquehanna  Railroad,  1868  (Pub,  Docs,). 


after  1890,  v/as  authorized.   01  this  issue  one-fifth  .was 
retained  by  the  treasury  as  a  sinking  fund  and  the  rennain* 

der  sold  to  the  highest  bidders  for  the  benefit  of  the 

(1) 
Railroad  Company.   This  use  of  discount  bonds  by  the  st9,te 

proved  reasonably  successful  -  Z%   bonds  netting  $63  on  the  ^ 

$100  -  but  notwithstanding  this  the  rriethod  was  not  repeated. 

Still  the  road  v/as  not  completed,  and  in  the  follov;ing  ses- 

(2) 
sion  a  further  loan   of  $750  000  in  b%   (1890)  bonds  was 

authorized.   The  bonds  being  difficult  to  market  at  the  in- 

^   (3) 
terest  rate  fixed,  the  rate  was  shortly  changed  to  6%, 

To  assure  the  passage  of  this  act  by  the  Legislature  Balti- 
more city  agreed  to  surrender  in  favor  of  the  state  all 
liens  it  had  upon  the  Railroad,   Thus  the  state  v/as  left 
vifith  a  mortgage  upon  the  whole  property  and  a  preferred 
claim  upon  all  profits. 

This  completed  the  series  of  state  loans  for  the 
benefit  of  the  BaltiRtore  and  Ohio  Railroad,  the  Chesapeake 
and  Ohio  Canal  and  the  Baltimore  and  Susqueiianna  Railroad, 
the  most  important  of  the  improvement  undertakings  in  Mary- 
land and  the  ones  in  v/hich  the  public  finances  became  most 

(1)   Md.  Lav/s,  18i7,  ch.  302.       (2)  Hd.  Laws,  1838,  395. 

(3)   Md.  Laws,  1839,  ch.  20.   And  out  of  these  bonds  the 
Treasurer  v/as  to  retain  a  sum  sufficient  to  cover  arrear- 
ages of  interest  up  to  Jan.,  1840,  due  by  the  company  to 
the  state  on  former  loans. 


involved.   But  in  fulfilment  of  promises  to  other  sections 
of  the  state  the  Legislature  made  several  lesser  appropri- 
ations to  other  enterprises.   The  largest  of  these  appro- 
priations was  that  of  a  million  dolli^^rs  to  the  Tidewater 
canal  Corupany.   By  the  first  internal  improvement  loan  act, 
-  1825,  ch,  180-  a  half-iuillion  dollar  subscription  was 
promised  on  certain  conditions  to  any  company  that  iiight 
be  formed  to  construct  a  canal  from  Baltimore  to  Yorkhaven. 

The  Susquehanna  and  Patapsco  Canal  Company  vms  iirimediately 

(1) 
incorporated  to  carry  out  this  project.    As,  however,  the 

conditions  required  by  the  act  v/ere  not  fulfilled  the  state 

appropriation  v/as  not  made  and  the  whole  matter  languished. 

The  construction  of  the  Baltimore  and  Susquehanna  Railroad 

over  a  parallel  course   quenched  somev/hat  the  former  ardor 

(2) 
but  did  not  discourage  the-  project  entirely.   In  1836 

the  Susquehanna  and  Patapsco  Canal  Company  was  revived  un- 
der the  name  of  the  Tidev/ater  Canal  Company,  and  this,  in 
conjunction  with  a  Pennsylvania  company  undertook  the  con- 
struction of  a  canal  up  the  Susquehanna  River  to  connect  at 
ColuiTfibia  with  the  important  Pennsylvania  canal  system.   The 
Baltimore  connection  however  was  abandoned  and  the  southern 

(1)  Md,  Laws,  1825,  ch,  200. 

(2)  Idem,,  1835,  ch,  340, 


terminus  v/as  fixed  ut   Havre-dc-Grace,  By   1B39  the  v/ork  v/as 

virell  uno.er  way,  and  the  Maryland  Le^^islature  j;ranted  a 

loan  of  $1,000  000  .in  -Y/o    (1R65)  sterling  bonds  to  the  tv/o 

(1) 
companies.   The  rights  and  property  of  the  old  Susquenanna. 

Canal  Company  of  Maryland  were  acquired  by  the  nev/  promo- 
ters.  The  other  improvement  appropriations  v/ere  of  little 
financial  importance,  and  v/ere  all  in  fulfilment  of  the 
$8  000  000  act  of  1835,  which  in  addition  to  the  principal 
subscriptions  to  the  Chesapeake  and  Ohio  Canal  and  the  Bal- 
timore and  Ohio  Railroad  had  comtemplated  smaller,  but 
still  considerable,  grants  to  other  improvement  enterprises 
-  the  Maryland  Canal,  the  Eastern  Shore  Railroad  and  the 
Annapolis  and  Potomac  Canal,   At  the  time  of  the  grants 
none  of  these  three  canpanies  had  at  most  more  than  a  paper 

existence.   The  Maryland  Canal  Company  never  got  beyond 

(2) 
this  stage.   The  Eastern  Shore  Railroad,   originally 

hatched  as  a  sectional  sop,  and  for  v;hich  there  v/as  no  ef- 
fective deiriand,  met  with  but  little  greater  success.  Only 
a  sniall  fraction  of  the  state  subscription  of  one  million 
dollars  was  ever  called  for;  and  finally  in  1840  provision 
v/as  made  for  winding  up  the  affairs  of  the  company,  by  the 
State's  agreeing  to  buy  out  the  interests  of  the  other 

(1)  Md.   Lav/s,    1838,    ch,   416, 

(2)  Incorporated,Md,   Laws,    1835,    eh,    338, 


(1) 

stockholders  and  shoiilder  the  whole  loss.   The  project  of 

(2) 
canal  from  Baltimore  to  the  Potomac  River   was  speedily 

abandoned,  and  in  1837  there  was  substituted  a  plan  for  a 

railroad  from  Annapolis  to  Elkridge  to  connect  with  the 

(3) 
Washington  Branch  of  the  Baltimore  and  Ohio,    To  this  \m- 

dertaking  the  state  subscribed  .^300,000  and,  as  in  the  oth- 
er subscriptions  under  the  act  of  1838,  the  Railroad  Com- 
pany was  required  to  give  the  state  a  preferred  claim  of 

eX  upon  profits.   During  the  succeeding  three  years  the 

(4) 
full  amount  of  this  subscription  was  paid  by  the  state. 

Sunitriary  of  the  Improvement  Loans^   In  1840  the  long  series 
of  improvement  loans  came  to  an  enforced  end.   The  Legisla- 
ture, although  weary  of  the  task  it  had  undertaken,  would 
have  continued  its  borrowing,  for  the  sake  oi  the  Chesa- 
peake and  Ohio  Canal  at  least,  if  borrowing  had  been  any 

(5) 
longer  possible.    But  the  credit  of  Maryland  v/as  hope- 
lessly ruined.   Small  offerings  of  6^  state  bonds  were  be- 
ing sold  as  lov/  as  35X  discount,  and  an  attempt  to  market  . 
a  large  ainount  of  such  bonds  would  have  forced  the  price 

(1)  Md.  Laws,  1839,  323. 

(2)  Idem.,  1828,  ch.  189. 

(3)  Idem.,  1836,  ch,  298. 

(4)  Idem.,  1838,  Resolution,  26;  1839,  ch,  12. 

(5)  Public  DocuDients,  E  E.,  1839, 


(1) 

indefinitely  lov/er.   Within  ten  years  the  state  debt  had      i 

been  increased  from  almost  nothing  to  more  than  $15,000  000 

I 

of  which  all  but  $240  000  had  been  incurred  for  the  purpose    j 

i 

of  internal  iniprovement.   The  following  table  itemizes  the  ■ 

debt  according  to  the  objects  for  which  incurred,  and  also  i 

shows  the  forrri  and  amount  of  the  state's  investment  in  each  i 
of  the  improvement  companies  aided; 

(1)  Public  Documents,   V.,  IFHiV. 


'Fovia  of  Investment. 

AiTiount   of        CorroTion  Bonds.  Preferred 

companies   invested  in    State   Bonds        Stock.  Stock, 

issued. 


Chesapeake  and  Ohio 

Canal   -  $7  194  667    625  000   2  000  000   4  375  000 

Baltimore  and  Ohio 

Railroad   -  3  697  000   500  000  3  000  000 

i 

Baltimore  and  Washing-  (a)  i 

ton  Branch  -  500  000   550  000  ^ 

I 
Baltimore  and  Susque- 
hanna Railroad   -     2  232  045   100  000   1  879  152  , 

Tidewater  Canal         1  000  000  1  000  000  j 

J 
Annapolis  and  Elkridge 

Railroad   -  219  378  299  378  \ 

Eastei-n  Shore  Railroad    151  744  86  862   i 

Chesapeake  and  Delaware 

Canal   -  50  000  i 

Totals         14  994  834  1  825  000   4  879  152   7  7  61  240 


(a)   The  conditions  exacted  by  the  state  for  this  subscrip- 
tion v/ere  so  strict,  that  this  v/as  practically  a  preferred  ' 
stock. 


In  view  of  the  financial  ill-success,  temijorary  at 
least,  of  tixe  several  state  aided  improvement  companies, 
the  character  of  the  state's  investments  becairie  a  matter  of 
importance.   The  early  investrnents  had  been  in  the  simple 
form  of  stock  subscriptions  with  no  other  security  than 
that  of  the  ordinary  shax-eholder.   As,  however,  the  policy 
of  state  aid  began  to  assuirie  greater  proportions,  v/ith  an 
attendant  increase  in  the  public  debt,  the  Legislature  be- 
canie  more  sedulous  in  the  guarding  of  the  public  invest- 
ments.  Thus  in  the  $3,000,000  loan  act  of  1854  the  advances 
made  to  the  Chesapeake  and  Ohio  Canal  and  the  Baltimore  and 
Susqueiianna  Railroad  Companies  were  in  the  fomn  of  subscrip- 
tions to  the  bonds  of  those  corporations.   As  a  bond-holder, 
however,  the  state  was  denied  a  voice  in  the  management  and 
in  certain  instances  this  lack  tnore  than  counterbalanced 
the  additional  security  thereby  received.   This  was  espe- 
cially so  in  the  case  of  the  Chesapeake  and  Ohio  Canal. 
This  canal  v/as  rapidly  becoming  the  peculiar  concern  of 
Maryland, and  it  was  therefore  desirable  that  the  state 
should  have  a  controlling  influence  in  the  manageirent  of  an 

undertaking  in  which  it  had  the  dominant  interest,  both  fi- 
ll) 
nancial  and  economic.     In  consequence  of  this  desire  the 

(1)   Rpt.  of  Ways  and  Means  Com.  on  the  Chesapeake  and  Ohio 
Canal,  Mar,  14,  1839  (Pub, Docs,)  1838, 


$S  000  000  loan  act  of  1856  attempted  to  combine  the  man-    | 
agement  and  security  features,  by  providing  that  the  vari- 
ous subscriptions  then  authorized  should  be  regarded  as 
"preferi-ed  stock",  upon  v/hich  the  stc^te  should  have  a  prior 
claim  to  a  6,%'  dividend.   This  dividend  v/as  not  to  begin  un- 
til three  years  after  the  date  of  subscription,  three  ^T-ears 
being  the  time  estimated  as  necessary  for  the  completion  of 
the  several  undertakings.   In  the  meantinie,  however,  the 
tv/o  largest  beneficiaries  -  the  Baltimore  and  Ohio  Railroad 
and  the  Chesapetike  and  Ohio  Canal  Companies  -  v/ere  required 
to  pledge  their  properties  for  the  pa-rment  of  six  per  cent. 
upon  the  amounts  now  subscribed  to  each.   By  these  means  it 
v.as  expected  that  the  state  would  be  relieved  of  all  neces- 
sity for  providing  for  the  interest  on  the  §8,000  000  loan. 
Thereafter  all  investments  of  the  state  in  internal  improve- 
ment companies  took  one  of  these  fonris  -  preferred  stock  or 
bond  subscriptions. 

The  care  thus  displayed  in  guarding  the  investment 
of  the  public  money  had  little  intmediate  effect.   At  first, 
most  of  the  conipanies  did  make  an  effort  to  pay  interest 
on  their  bonds,  f<.nd  from  this  source  and  from  occasional 
dividends,  the  state  for  some  five  years  derived  a  consid- 
erable revenue.   But,  with  the  exception  of  the  Baltimore 
and  Ohio  Railroad,  none  of  the  companies  v/ere  actually'-      ] 


earning  a  sufficiemt  net  profit  for  this  purpose,  and 
therefore  the  pa^/inents  to  the  state  could  not  continue. 
Nevertheless,  it  v;as  useless  for  the  state,  in  the  case  of 
those  companies  in  which  it  v;as  a  bondholder  with  the  legal 
right  of  foreclosure  -  the  Chesapeake  and  Ohio,  the  Balti- 
more and  Susquehanna  and  the  Tidevmter  Companies  -  to  exer- 
cise that  x'ight  Y/hen  it  had  neither  the  money  nor  the  cred- 
it v/ith  which  to  conduct  such  undertakings  as  canals  and 
railroads, 

THE  SINICING  rUND. 

Minor  Loans.    The  redemption  of  the  minor  bond  issues  v;as 
provided  for  with  greater  care  than  was  the  case  with  the 
much  larger  issues  for  internal  improvement  purposes.   In 
the  fonrier  instance  indeed  the  cnief  canon  of  a  sound  sink- 
ing fund  policy  v,;as  consistently  observed,  i.e.,  the  appro- 
jjriation  to  the  sinking  fund  of  a  specific,  recurrent  rev- 
enue.  In  tills  rfianner  the  tobacco  warehouse  loans  were  se- 

(1) 
cured  by  the  revenues  from  tobacco  inspection,    the  mon- 

(2) 
urient  loan  by  a  proportion  of  the  lottej-y  receipts;    "the 

penitentiary  loans  by  the  future  pi-ofits  of  that  institu- 

(1)  Md,  Laws,  1826,  ch.  252;  1827  Resolution  57;  1834 
Resolution  40;  1835,  eh,  350. 

(2)  Md,  Laws,  1829,  ch.  165. 


(1) 

tion;    the  university  loan  by  the  pledge  of  an  annual  ap- 
propriation Ox  $500  from  the  treasury.   With  the  exception   | 
of  the  loans  for  the  Penitentiary,  where  profits  were  un- 
certain, those  provisions  v/ere  ample.   The  indeirinity  stock 
issued  in  1336,  as  has  been  noted,  v;as  almost  iiriiriediately 
retired  by  the  use  of  the  ^20  000  harbor  appropriation  to 
Baltimore  City  for  the  purpose. 

The  Improvement  Loans,   A  method  of  treatment  entirely  dif- 
ferent v*as  accorded  the  improvement  loans.   In  these  cases 
no  attempt  was  made  to  assign  any  periodic  revenue  to  the 
service  of  a  sinking  fund.   The  Legislature  v/as  satisfied 
to  provide,  in  one  way  or  another,  the  nucleus  of  a  sinking 
fund,  and  to  trust  to  interest  accumulation  and  to  prov- 
idence for  its  ultimate  and  sufficient  enlargement,   Even 
then  no  consistent  policy  was  follov/ed.   The  only  principle 
of  treatment  at  all  common  to  the  several  loan  acts  was  the 
aln.ost  invariable  provision  that  premiuiris  from  the  sfile  of 
state  stock  should  he  for  the  use  of  the  sinking  fund. 
Therefore  an  account  of  the  sinking  fund  practice  as  re- 
gards the  improvement  loans  is  little  more  than  a  catalogue 
of  unrelated  items. 

(1)   Md,  Laws,  1821,  ch,  150;  1826,  ch,  229;  1834,  ch,  308; 
1836,  ch,  300. 


The  first  impi'ovement  loan  act,  that  of  1827,  estab- 
lished a  sinking  funding  by  approprii^ting  for  that  purpose 
the  dividends  from  the  state's  holdings  of  turnpike  stock 
and  also  all  dividends  from  the  investments  now  ordered  to 
be  made.   By  a  supplementary  act  it  vms  further  directed 
that  a  suiTi  equal  to  loX  of  the  loans  to  be  negotiated  : 

should  be  taken  from  the  unappropriated  money  in  the  treas- 

(1) 
ury  and  set  aside  for  the  sinking  fund.   All  these  pro- 
visions were  speedilj'^  repealed  and  the  money  accrued  there- 

(2) 
under  used  for  current  expenses.    The  act  iriaking  a  state 

subscription  tc  the  Baltimore  and  Washington  Branch  assign- 
ed the  revenue  from  the  heavy  passenger  receipts  levied  up- 

(3) 
on  the  road  to  the  purposes  of  a  sinking  fund.   Such  an 

appropriation  v/ould  have  been  more  than  sufficient,  but 
this  feature  of  the  law  does  not  appear  to  have  been  re- 
garded.  The  ^8,000,000  loan  act  of  1836  directed  that  if 
the  premiuiTi  from  the  sale  of  the  state  stock  was  not  suf- 
ficient to  establish  a  sinking  fund  of  $500  000  the  differ- 
ence should  be  supplied  from  the  bonus  taxes  upon  the 

(4) 
banks.     This  e^ct,  however,  underv/ent  so  many  revisions 

and  mutilations  that  the  sinking  fund  feature  was  neglect- 

(1)  Md.  Laws,  1827,  chc.  104  and  105, 

(2)  Idem.,  1828,  ch.  192. 

(3)  Idem.,  1832,  ch.  175. 

(4)  Idem.,  18o5,  395 


ed. 

Another  method  was   adopted   in  the  $3,000,000  loan  of 

1854.   Here  it  was  enacted  that  the  companies  benefitted  by 

the  loan  should  pay  all  their  net  profits  into  the  state 

treasury  until  a  sum  should  be  accurriulated   siifficient   to 

(1) 
aniortize    the  loan  now  autliorized.        As,   hov/ever,    one   of   the 

companies   concerned   -    the   Chesapeake  and  Ohio  Canal   -  never 
earned  any  profits,    s-nd   the    other   -    the   Baltimore   and  Sus- 
quehanna Railroad  -   earned  none   for   several  years,    no   sub- 
stantial  benefit  accrued   to   the    state   treasury.      Still  an- 
other and  a  more   successful  policy  was   follov<ed  on  the   oc- 
casion of  the   sX  loan  to   the   Baltimore  and  Susquehanna  Rail 
road  Company  in  1837,      This   being  an  intentional    use   of 
discount  bonds,   from  v/hich  no   premiunri  could   be   expected,    it 

v/as   ordered  that   one-fifth  of  the   bonds   issued  should  be 

(2) 
retained  by  the   treasurer  as  a  Sinking  fund. 

In  addition  to   these   several  efforts   to  provide 
sinking  funds  without  dii'ectly  burdening   the   treasury  di- 
rect appropriations  aggregating  $211,000  were  iriade   to  a 

general  sinking  fund  out  of  the  money  received  from  the  re- 

(5) 
demption  of  the  United  3^  stock.   The  direction  to  the 

(1)  Md,  Laws,  1834,  eh,  241, 

(2)  Idem,,  1837,  302, 

(3)  Idem,,  1834,  Resolution  51;  1854,  eh,  299, 


Treasurex'  to  carry  to  the  credit  of  the  sinking  fund  any 

annual  surjjlus  over  ^12,000  v/as  of  no  effect,  because  there  I 

(1) 
v/ere  no  siirplusses. 

The  system  of  separate  sinking  funds  v;as  continued    , 
up  to  1854,  the  ti'easurer  tnaintaining  and  entering  each  as 
a  separate  account.   In  the  year  narned,  hov/ever,  the  sev- 
eral accounts  vfere  ordered  to  be  consolidated  into  one  gen- 

(2) 
eral  fund.   The  treasurer  v/as  the  sole  custodian  of  the 

sinking  fund.  In  1826  the  Board  of  Public  Works  v/as  cre- 
ated as  a  rfianaging  body  for  all  internal  improvement  mat- 
ters, and  aniong  other  duties  was  included  the  charge  of  the 

(3) 
"internal  improvement  sinking  fiond,"   No  such  fiond  was  then 

in  existence,  nor  did  it  iriake  its  appeai'ance,  until  cifter 
the  Board  of  Public  Works  had  been  abolished.   Money  once 
credited  to  the  sinking  fund  was  irraried lately  invested  by 
the  treasurer  v/itnout  other  limitation  upon  the  character 
of  the  investment  than  thiit  it  should  be  in  "some  safe  and 
productive  stock."   In  practice  such  investments  were  con- 
fined almost  entirely  to  state  stock  of  various  descrip- 
tions. 

Notwithstanding  the  rancom  rranner  in  v.hich  the  sink- 

(1)  Md.  Laws,  1833,  Resolution  38. 

(2)  Idem,,  1833,  Resolution  38, 

(3)  Idem,,  1825,  ch,  166.  I 


ing  fund  was  created,  a  considerable  fund  v/as  nevertheless 
accuniulated.   In  1841  it  amounted  to  ,^1,159,438,   Its  weak- 
ness was  that  there  v;as  no  provision  for  its  increase  other 

than  its  ovm  interest  accretion.   The  sinking  fund  was  nev- 

(1) 
er  violated,    although  in  the  period  of  greatest  treasury 

distress  there  we.s  occasional  talk  of  diverting  its  inter- 
est 
est  increment  to  other  uses.   The  chief  safeguard  of  the 

fund  itself  was  that  it  was  largely  composed  of  state 

stock,  v^hich  was  practically  unsaleable  at  the  time,  even 

if  it  had  been  desired  to  dispose  of  it. 


INTEREST  ON  THE  DEBT.   GROWING  TREASURY  DISTRESS. 

Although  the  series  of  loan  acts  began  as  early  as 
1827  it  was  not  until  1835  that  the  resulting  interest 
charge  becairie  a  matter  of  importanee,  a-nd  not  until  1837 
that  tne  px'esence  of  this  item  in  the  budget  began  to  occa- 
sion alarm.   This  v^/as  due  primarily  to  the  faet  that,  as 
already  explained,  the  improvement  companies  in  v/hich  the 
state  had  invested  did  for  a  time "make  considerable  returns 
to  the  state  in  the  form  of  dividends  on  stock  or  interest 
on  bonds;  and  during  that  time  the  receipts  from  this 
(1)   Md.  Laws,  1838,  ch.  390, 


source  greatly  reduced  the  burden  of  the  interest  charge. 
This  is  shown  in  the  appended  table,  v/hich  gives  by  years, 
the  total  interest  due  on  state  debt,  the  receipts  from  im- 
provement companies  for  dividends  and  interest,  the  re- 
ceipts from  tax  on  Washington  Branch,  and  finally,  the  dif- 
ference betv/een  the  suni  of  the  second  and  third  items  and 
the  first  item,  which  constitutes  the  net  excess  of  annual 
interest  on  improvement  loans  §^w^the  x-eceipts  from  im- 
provement investments. 


Interest  on 

Receipts  from 

Tax  on  Wash- 

Excess of 

on  Improve- 

Improvement 

ington 

Interest 

ment  Loans* 

Cos,  for  Divi- 

Branch 

over  Re- 

dends and  In- 

Road. 

ceipts. 

terest. 

1853 

27 

654 

6.108 

i 

21,546 

1834 

46 

5^7 

8,786 

37.751 

1835 

91 

784 

27 . 343 

1 

64.441 

1836 

180 

737 

108.118 

31  034 

41,585 

1837 

256 

387 

182.925 

33  248 

40 . 214 

1838 

266 

597 

179.641 

38  537 

48.419 

1839 

278 

445 

143.460 

37  369 

97.616 

1840 

573 

291 

48.030 

40  296 

484.965 

•   The  interest  on  other  than  improvenjent  loans  did  not  ex- 
ceed $15  000  per  year,  nearly  all  of  v/hich  had  been  provided 
for  oy  a  special  fund,  e.g,,  the  interest  on  the  Tobacco 
warehouse  loans  was  secureji,as  was  the  sinking  fund  of  this 
loan,  upon  the  receipts  from  tobacco  inspection. 


IV. 


The  figures  in  the  last  colurrm  show  the  relative  un-  I 
importance  of  the  interest  burden  up  to  1839,   And  such  as 
it  was  it  Y«.s  not  altogether  unexpected.   The  prevalent  op- 
timism had  greatly  underestinnated  the  time  necessary  for 
the  construction  of  canals  and  railroads,  taut  nevertheless 
it  v,(a3  realized  that  some  time  would  be  necessary  before 
such  v/oricscould  become  productive  and  that  in  the  interval 

the  state  would  have  to  bear  at  least  a  portion  of  the  in- 

(1) 
terest  upon  its  loans.   Excluding  this  one  item  the  fi- 
nances appeared  to  be  in  excellent  condition.   The  revenue 
system  as  revised  at  the  close  of  the  war  of  1812  provided 
amply  for  the  ordinary  expenditures,  and  it  v/as  calculated 
that,  as  this  new  deiriand  upon  the  treasury  was  to  be  tempo- 
rary only,  it  could  be  met  by  temporary  expedients.   The    \ 
state  held  a  considerable  nmount  of  marketable  investments  - 

United  States  and  bank  stock  -  v/hich  if  necessary  could  be 

I 
used  for  this  purpose,   ''oreover,  there  was  alv/ays  the  pos-  . 

sibility  of  extraordinary  revenue  being  received,  such,  for  I 

instance,  as  would  come  from  the  scheme  urged  by  the  "ary- 

land  Legislature  for  tne  distribution  among  the  states  of 

the  receipts  from  the  sales  of  the  public  lands  of  the      i 

(1^   Public  Document  0.,  1839. 


(1) 

United  States. 

This  policy  of  depending  upon  casual  i*evenues  worked 

successfully  for  a  time.   In  1852-3  the  redemption  of  the 

United  States  "?>%   stock  held  by  the  state  put  the  treasury 

in  possession  of  $335,104  -  a  suiri  sufficient  to  cover  for 

(2) 
the  next  fev;  years  the  deficiency  due  to  interest  paynients. 

Between  1835  and  1837  this  deficiency  was  met  by  the  taxes 
upon  the  banks  anc  by  tne  novel  ^jlan  of  selling  the  priv- 
ilege retained  by  the  state  of  subscribing  at  par  for  a 
certain  number  of  shares  in  almost  atll  of  the  local  banks. 
To  some  extent  this  privilege  had  been  availed  of  by  the 
state,  it  being  indeed  the  usual  method  of  investing  a 
treasury  surplus,  but  the  number  of "reserved"  shares  accu- 
mulated much  faster  than  was  needed  by  the  state  as  a  means 
of  investment.   This  unsubscribed  reservation  was  in  excess 
of  a  million  dollars.   As  the  stock  of  many  of  the  local 
banks,  especially  those  of  Baltimore  City,  were  at  a  con-    ; 
siderable  premiurri  the  privilege  to  subscribe  at  par  v/as  a 

valuable  one  v;hich  the  banks  themselves  were  usually  will- 

(3)  I 

ing  to  purchase.   Altogether  the  sum  of  ^50  000  was  now     | 

derived  from  this  selling  of  "reserved"  bank  shares".   Of 

(1)  Vide  Md.  Laws,  1332.  Resolution  12;  1835,  Resolution    ' 
94;  1841  (March)  Resolution  2. 

(2)  Idem.,  133.   Resolution  69;  1834,  Resolution  39, 

(3)  Md.  Laws,  1836,  ch.  154.    An  attempt  to  raise  money 
by  this  method  of  selling  "reserved  shares"  had  been  made 

in  1818,  but  without  success.   Md,  Laws,  1817,  Resolution    I 


I 


(1) 

similar  character  was  the  sale  to  the  Merchants  Barik   of 

the  state's  reserved  right  to  appoint  a  director  in  that 

institution.   By  these  several  expedients  the  treasury  was 

30  relieved  tnat  when,  in  1837,  tne  state  received  nearly 

a  million  dollars  as  its  quota  of  the  United  States  surplus 

distribution  it  was  considered  feasible  to  donate  the  larg- 

(2) 
er  portion  of  this  sum  to  the  public  schools. 

Up  to  1S3S  there  v/as  no  serious  questioning  as  to 
the  ultiiTiate  success  of  the  various  improvement  undertaJc- 
ings  in  v/iiich  the  state  had  invested  so  heavily.   Occasion- 
al doubts  could  not  but  obtrude,  but  these  were  too  unpal- 
atable to  be  long  harbored.   This  attitude  of  mind  is  v/ell 
illustrated  by  a  paragraph  from  a  report  of  the  Ways  and 
Means  Conufiittee  of  the  House  of  Delegates  in  1837:  *In  an- 
ticipation of  the  future  productiveness  of  our  great  works 
of  iiiprovement  it  nas  been  the  policy  of  the  state  to  rely 
on  casual  revenues  to  supply  our  annual  dificiencies.   As 
the  day  is  almost  at  hand  when  these  anticipations  are  to 
be  realized  or  disappointed"  we  "deem  it  inexpedient  to 
change  that  policy  by  a  resort  to  a  system  of  pemnanent 
taxation  which  might  create  an  overflowing  treasury," 

54;  1818,  Resolution  27;  and  was  suggested  as  early  as  1800 
Proceedings  of  House  of  Delegates,  1800,  pp.  36-37, 

(1)  Md.  Laws,  1833,  ch,  115, 

(2)  Idem.,  1836,  ch.  220. 


^ 


Again,  the  satne  C omrrii t te e  says  in  1839:  "If  it  (direct  tax- 
ation) can  be  postponed  it  is  the  duty  of  the  Legislature 

(1) 
to  do  30.*    The  policy  thus  expressed  was  steadily  ad- 
hered to  by  the  Legislature.   Little  or  no  consideration 
v;as  given  to  proposals  looking  tov/ard  the  perrrianent  en- 
largement of  the  revenues.   The  tax  on  the  Baltimore  and 
Washington  Branch  of  the  Baltimore  and  Ohio  Railroad  was 
important  but  isolated.   Of  the  other  tv/o  taxes  iinposed 
betv/een  1831  and  1841  -  the  bank  bonus  tax  and  the  tax  on 
fox'eign  insurance  companies  -  the  first  v/as  not  a  permanent 
measure  and  the  second  of  little  importance  as  a  i-evenue 
producer. 

But  this  failure  to  provide  against  the  possibility 
of  an  unsuccessful  outcome  of  the  state  aid  policy  is  not 
v/holly  attributable  to  a  mere  senseless  optimism.   It  was 
due  in  great  degree  to  popular  absorption  in  political  mat- 

iSL) 

ters  to  the  neglect  of  the  public  finances.   The  political 
quiet  following  upon  the  demise  of  the  Federalist  party  in 
the  early  twenties  load  not  been  of  long  duration.   Almost 
immediately  there  began  an  active  agitation  for  constitu- 
tional x'efonn  -  for  a  chiinge  in  the  state's  constitution 
v/hich  permitted  the  smaller  counties  to  dominate  the  larger 

(1)   Public  Document  C  C.   1839, 

(Z,)      Governor's  Message,    1844, 


counties  and  Baltimore  City.   The  party  of  refonn  grew  in 

strength,  and  finally  in  1837  an  axnendiTient  to  the  constitu- 

(1)  \ 

tion  y/as  adopted.    Under  this  the  Delegates  to  the  lower   \ 

I 
house  were  a^jportioned  among  counties  according  to  a  grad-   I 

uated  scheme  of  population,  which,  v/hile  more  equitable 

than  the  old  system,  limited  the  representation  of  the       j 

largest  county  to  five  members.   The  electoral  college  for   | 

the  choosing  of  senators  was  abolished  and  each  county,  and 

I 

Baltimore  City,  was  assigned  one  senator.   The  executive     i 

council  of  live  mejnbees  was  also  abolished,  and  in  its       j 

place  there  was  substituted  a  secretary  of  state.   These 

I 
important  chunges,  however,  were  secured  only  after  a  long   I 

and  bitter  struggle  culminating  in  1836  in  a  dispute  that  , 
almost  precipitated  armed  insurrection.  The  effect  of  this 
political  controversy  v/as  to  lessen  interest  in  improvement 
legislation.  The  Legislature  was  not  able  to  devote  a  com- 
mensurate portion  of  its  time  and  attention  to  the  import- 
ant loans  it  v/as  sanctioning  and  to  the  general  problems  of 
the  treasury. 

The  critical  years  began  in  1840.   The  interest 
charge  jumped  from  $291  388  to  $585,819  and  at  the  same 
time  the  receipts  for  interest  and  dividends  from  the  va- 
il) Md.  Laws,  1836,  ch,  197;  Confirmed  1837,  ch.  84, 


rious  improvement  companies  dropped  off  with  equal  sudden- 
ness.  There  v;ere  only  two  funds  remaining  which  could  be 
used  to  meet  this  c.emand  -  the  ban^c  stock  and  the  large  por- 
tion of  the  United  States  surplus  deposited  in  the  banks. 
The  interest  of  this  latter  money  had  been  pledged  to  the 
public  schools,  but  no  specific  pledge  had  been  given  as  to 
the  form  in  wnich  the  principal  surri  should  be  maintained. 
The  first  attack  upon  the  special  deposits  was  the  with- 
drawal of  $120  000  and  the  substitution  in  its  place  of  a 

(1) 
5X  state  bond  of  equal  value.    This  would  insure  an  equiv- 
alent interest  to  the  school  fund,  provided  the  state 
should  continue  to  pay  interest,   Irriiriediately  after  this, 
hoY/ever,  the  wnole  residue  of  the  deposits  was  used  for  the 
payirient  of  interest  on  the  public  debt,  and,  as  a  compensa- 
tion, it  was  ordered  that  the  receipts  from  the  tax  on  the 

Washington  Branch  should  thereafter  be  paid  to  the  school 

(2) 
fiind.   The  treasurer  was  also  ordered  to  sell  the  state's 

holdings  of  bank  stock,  but  owing  to  the  depressed  condi- 

(3) 
tion  of  the  market  this  was  not  done,    Finally,  the  inter- 
est falling  due  in  1841  v/as  provided  for  by  the  authoriza- 

(4) 
of  a  temporary  loan  of  $1500  000  from  the  banks.    Of  this 

(1)  Md,  Laws,  1838,  Resolution  77. 

(2)  Md.  Laws,  1859,  ch,  33, 

(3)  Idem,,  1842,  Resolution  12, 

(4)  Idem,,  1841  (March)  Resolution  3, 


adiount,  hov/ever,  barely  #400,000  could  be  obtained.   Thus 
by  1841  all  the  available  treasury  funds  had  been  exhaust- 
ed, and  it  v;as  no  longer  possible  to  borrov^  even  on  tempo- 
rary loan.   Every  expedient  had  been  resorted  to  short  of 
taxation,  and  this  or  repudiation  was  the  alternative  now 
presented. 


TiiE 

CHAPTER  V.      PERIOD  0]?   SUSPENSION  OP   INTEREST  PAYllENTS. 

(1841-1848) 


The  treasurer  was  unable  to  meet  the  quarterly  in- 
terest payiTjent  falling  due  on  January  1,  1842.   Then  suc- 
ceeded a  period  of  six  years  in  which  the  state  continuous- 
ly failed  to  meet  promptly  and  fully  the  interest  on  its 
debt,   Resuiription  v/as  not  effected  until  Jar-iuary  1,  1848. 
The  Legislature  .vaited  until  the  eve  of  the  treasury's  ex- 
haustion before  providing  any  measures  in  relief.   The  ses-  ! 
sion  of  1840  discussed  at  some  length  a  bill  for  the  taxing 

of  real  property,  but  the  members  were  unv/illing  to  coiriirdt   ' 

(1) 

themselves,   Iirimediately  upon  adjournirtent,  hov/ever,  an  extraj 

session  was  called  for  special  deliberation  upon  the  matter  I 
of  a  property  tax.   An  act  v/as  finally  passed,  1841,  "for   { 

! 

the  general  valuation  and  assessment  of  property  in  this    j 
state,  and  to  provide  a  tax  to  pay  the  debts  of  the  state."  | 

The  rate  of  the  tax  v/as  20  cents  per  |?100  of  property.   The 

{Z) 
bill  passed  the  House  of  Delegates  by  a  vote  of  53  to  22. 

The  opposition  was  not  sectional,  and  much  of  the  objection  j 

vms  to  the  details  rather  than  to  the  principle  of  the  bill 

The  property  tax  proved  insufficient  to  the  needs  of  the 

treasury.   Other  taxes  were  necessary, and  during  the  next   j 

(1)  Pro«.  House  of  Delegates,  1840,  pp. 298-398. 

(2)  Idem,,  1841  (March  session)  pp.  43-44, 


half  dosen  years  the  tax  system  of  the  state  was  entirely 
reconstructed. 


NIW  TAXES. 

The  General  Property  Tax. 
(1) 
The  act  of  1841   provided  for  the  assessment  of  all 

real  and  personal  property  within  the  state,  and  then  enu- 
merated certain  kinds  of  property  which  should  be  consider- 
ed as  coming  within  this  provision.   The  most  interesting 
feature  of  this  enumeration  v/as  the  specific  inclusion 
therein  of  (1)  lebts  secured  by  judgment,  decree,  mortgage, 
bond,  bill  of  exchange  or  promissory  note  from  solvent 
debtors;   (2)  public  loans  of  all  descriptions,  except 
those  created  by  the  United  States  Government;   (3)  Shares 
of  stock  in  banks  or  other  stock  companies  v/hether  incorpo- 
rated by  Maryland  or  by  some  other  state, 

Further  description  of  the  taxable  forms  of  property 
can  be  best  suggested  by  a  statement  of  the  forms  that  were 
exempt.   These  were:  property  belonging  to  United  States, 
the  State  of  Maryland  or  to  any  county  or  city  within  the 

state;  the  property  of  charitable  and  literary  institutions^ 

(2) 
churches,   county  schools,  cemetaries;  produce  of  land  in 

hands  of  producer;  provisions  for  consuinption  of  ovmer; 
plantation  utensils;  working  tools  of  mechanics  and  hand 
manufacturers,  and  the  produce  thereof  while  in  the  posses- 
sion of  the  producer;  wearing  apparel;  fish  unsold  in  pos- 

(1)  Maryland  Laws,  1841  (March)  ch,  23. 

(2)  This  was  changed  by  Act, 1846, ch, 175, so  as  to  exempt  on- 
32y  40  acres  of  land  and  the  personal  property  used  directly 


seasion  of  fisiieniien;  household  munufactures;  bonds,  mort- 
gages aiid  other  securities  belonging  to  any  bank  or  other 
incorporated  institution,  the  capital  stock  of  v/hich  was 
Hiade  taxable  by  this  act;  goods  belonging  to  non-residents 
in  the  hands  of  agents  in  this  state;  ajid,  finally,  the 

i- roper ty  of  all  persons  v/ho  may  be  assessed  for  less  than 

(1) 
$200.   No  deduction  v/as  made  for  debts,  ana  no  provision 

inade  for  the  exemption  of  book  accounts, 

Por  convenience  of  assessment  Baltimore  City  was  di- 
vided into  six  districts,  and  the  larger  counties  similarly 
subdivided,  but  the  majority  of  the  counties  were  treated 
as  single  districts.   Three  assessors  v/ere  appointed  by 
name  in  the  act  for  each  district,  but  vacancies  T/ere  to  be 
filled  by  the  Levy  Court  or  corrdTiissioners  in  the  county, and 
by  the  mayor  and  council  in  the  city  of  Baltimore,   The  as- 
sessors of  each  district,  acting  conjointly,  were  to  ascer- 
tain, list  and  value  all  the  taxable  property  within  their 
jurisdiction,  and  to  rriake  a  detailed  return  thereof  accord- 
ing to  f orn 5  and  directions  supplied  by  the  state  treas- 
urer.  To  aid  in  the  discovery  of  property  and  of  its  OY/n- 
ership  the  registers  of  the  land  offices  and  the  clerks  of 
the  courts,  respectively,  were  to  furnish  lists  of  land 
certificates  ready  for  patent  and  of  all  recorded  property 

by  such  institutions. 
(1)   By  act  of  1841.  (Dec.)  ch.  116  reduced,  to  $50. 


alienations,  Furthermore,  the  assessors  were  given  power 

to  compel  owners  to  disclose  their  property  under  oath. 

All  property  v.au  to  be  assessed  at  its  full  cash 

value.   In  the  case  of  real  property  and  of  slaves  this 

valuation  was  to  be  made  only  by  the  assessors,  but  in  the 

case  of  other  personal  property,  v;hen  the  owner  returned  an 

account  of  nis  personalty,  the  owner's  appraisement  would 

be  accepted.   No  attempt,  however,  was  made  to  fix  by  law 

(1) 
a  unifonri  assessment  value  for  slaves,    silver  plate,  etc.,  i 

i 
as  had  been  the  practice  in  the  earlier  assessment  law.  But  | 

a  somewhat  analogous  system  v/aa  introduced  by  a  supplement-  i 

ary  act  of  the  next  session,  by  which  silver  plate  v/orth 

over  $50  and  v/atches  were  subjected  to  a  special  and  higher 

rate  of  taxation  than  that  imposed  upon  other  property: 

2  1/2  %   in  the  case  of  plate,  and  specific  rates  for  watch-  | 

es  ranging  from  $1  to  12  1/2  cents  according  to  the  charac-  1 
(2)  I 
ter  thtreof ,  With  this  exception  no  attempt  was  rriade  to- 
wards equalization,  either  between  sections  or  betv/een  in-  ' 
dividuals,  a  feature  so  prominent  in  the  earlier  assessment  . 
system.  Corporation  stock  v/as  valued  by  the  assessors 
simply  at  v.hat  they  considered  its  cash  value  to  be,  ! 
Appeal  from  the  assessors'  valuation  lay  to  the  Levy  ' 
court  or  CoiruTiis  si  oners  of  the  County,  who  could  increase 

(1)   Public  Doc uirtents,  1841,   Committee  on  Assessment!  of 
slaves.    (2)  Maryland  Laws,  1841  (Dec,)  ch,  297, 


or  abate  the  ussessihent  and  add  or  exclude  property,  and 
could  do  this  even  without  an  appeal.   To  exercise  this  au- 
thority in  Baltimore  a  special  board  of  three  members, 
known  as  the  Appeal  Tax  Court  v;as  created.   The  merribers  of 
this  court  were  local  officers,  appointed  by  the  Mayor  and 
Council  of  the  city,   Further  appeal  could  be  taken  to  the 
state  Court  of  Appeals  and  provision  v/as  made  for  expedit- 
ing such  cases.   The  decision  of  the  higher  court  upon  this 
class  of  appeals,  however,  was  to  concern  only  questions  of 
the  law  and  not  questions  of  fact,  not,  for  instance,  the 
aiTiOimt  of  an  assessrrent. 

The  present  law  did  not  contemplate  periodic  re- 
valuation.  The  present  assessment,  v/as  to  x-emain  the  basis 
for  future  levies,  with  such  additions  of  unlisted  property 

as  tlie  collectors  of  the  counties  should  be  able  to  discov- 

(1) 
er.    Deductions  for  loss  or  destruction  v;ere  to  be  iriade, 

on  request,  by  the  county  coirimis  si  oners.  Levy  Court,  or  Ap- 
peal Tax  Court  of  Baltimore  City,  as  the  case  might  be. 
The  Taxing  of  Stock  and  Bonds 

The  collection  of  the  property  tax  in  most  of  its 
phases  developed  so  many  difficulties,  because  of  the  exist 
ing  social  and  political  conditions,  that  its  treatment  is 
postponed  to  a  later  section.   The  methods  adopted  for  the 
(1)   Mar^rland  Laws,  184  (Dec.)  ch,  116,  sec,  6. 


taxing  of  stock,  hov;ever,  obviated  these  difficulties,  and 
require^  separate  notice. 

The  modern  system  of  taxing  stock  to  the  issuing  cor, 
poration  was  developed  in  all  its  details  in  a  series  of 
lav/s  passed  betv/een  1841  and  1848.   The  beginning  of  the 
system  v^as  made  quite  naturally  v;ith  the  portion  of  the 
stock  of  local  corporations  owned  by  non-residents,  in 
which  cases  «*  assessment  would  be  very  difficult  and  col- 
lection almost  impossible  if  the  attempt  v/as  made  to  deal 

(1) 
with  the  individual  stockholder.   The  act  of  March,  1841 

therefore,  directed  each  corporation  in  the  state  to  return 
to  the  local  assessor  a  list  of  its  non-resident  stock- 
holders, v/ith  the  respective  axiiounts  of  their  holdings. 
The  assessor  v/as  then  to  value  such  stock  at  its  full  val- 
ue, and  the  tax  thereon  v;as  to  be  collected  directly  from 
the  corporation  in  question,  unless  paid  previously  by  the 
stockholder.   To  insure  correct  returns  the  assessor  v/as 
given  free  access  to  the  stock  books  of  a  company,  when- 
ever he  should  make  the  dertiand.   At  the  next  session  of  the 

(2) 
legislature   the  above  provisions  were  extended  to  the 

stock  held  by  residents  as  well  as  by  non-residents,        ' 
Thus  far,  hov/ever,  the  tax  was  still  assessed  to  the  | 

(1)  Md.  Laws,  1841 ,  (March)  ch,  23.  .' 

(2)  Idem,,  1841, (December)  ch,  281.  i 


individual  stockholder,  and  was  paid  by  zhe   corporation 

only  Y/hen  a  dividend  v/as  aeclared,  or,  as  provided  a  little 

(1) 
later,  when  profits  were  earned.    The  act  of  1848  endeav- 
ored to  correct  former  weaknesses,  and  render  the  system 

(2) 
complete.    It  was  directed  that  the  local  tajc  officials 

should  value  the  stock  of  each  corporation  v/ithin  their 
district,  after  having  given  opportunity  for  the  proper  of- 
ficer of  the  corptoration  to  submit  evidence  of  the  true  val  ■ 
ue  of  tne  stock;  that  the  assessed  value  of  the  reaD.  and 
personal  property  of  said  corporation  should  then  be  de-     ^ 
ducted  from  the  total  stock  valuation,  and  the  residue  be    ' 
thereafter  used  as  the  basis  upon  v/hich  state  and  local 
taxes  should  be  levied.   The  state  tax  v/as  to  be  paid  by    I 
the  corporation  to  the  Treasurer,  whether  or  not  dividends   ' 
were  declared  or  profits  earned,  and  without  regard  to  the   | 
place  of  the  stockholders'  residence.  The  local  taxes,  how- 
ever, had  to  be  collected,  as  fonnerly,  from  the  stockhold-  i 

! 
er;  but  the  companies  were  required  to  furnish  lists  of 

such  persons  to  aid  in  the  collection  of  the  local  taxes,   . , 

i 
and  v/ere   permitted   to   assuitie   the  payinent   thereof  by  agree-      \ 

irient  v;ith  the   county  or  city  officials. 

(3)  I 

The  stock  issues  of  Baltimore  City,   and  at  first    j 

(1)   Md,  Laws,  1843,  ch.  289,   (2)   Md,  Laws,  1848,  ch,266, 
(3)   Md,  Laws,  1841,  ch,  281,   See  4   1843,  ch,  239;  1844, 
ch,  234,  ' 


(1) 

even  those  of  the  state,   were  treated  quite  the  same  as 
the  stock  of  private  corporations;  the  register  of  the  city 
and  the  state  corranissioner  of  loans,  respectively,  being 
required  to  v/ithhold  the  amount  of  the  tax  from  the  semi- 
annual payments  of  interest.   Such  stock  was  presumably 
assessed  at  its  par  value.   Later,  hov/ever,  special  provis- 
ion v/as  rriade  for  the  valuation  of  state  stocks,  those  bear- 
ing 6/0  interest  being  assessed  at  par,  those  bearing  5/^ 

(2) 
sterling  at  90  and  so  on;    and  the  Commissioner  of  Loans, 

who  disbursed  the  interest,  v;as  only  pennitted  to  draw  on 
the  treasurer  for  the  amount  of  suth  interest  less  the 
amount  of  the  tax. 

Up  to  1847  bonds  or  other  evidences  of  debt  issued 
by  private  corporations  were  assessed  to,  and  the  tax  col- 
lected from,  the  holder  thereof.   But  in  that  year  the  tax 

on  interest -bearing  bonds,  a.s   previously  with  the  tax  on 

(3) 
stock,  was  ordered  to  be  paid  directly  to  the  Treasurer, 

And,  as  also  previously  provided  for  the  issues  of  stock, 
the  corporation  was  required  to  render  a  list  of  the  hold- 
ers of  its  bonded  debt  to  the  local  authorities,  in  order 
to  assist  them  in  the  collection  of  the  local  taxes. 


(1)  Md.  Laws,  1841,  (Dec.)  ch.  281. 

(2)  Idem.,  1844,  ch,  172:   applies  to  non-resident  stock- 
holders, and  1845,  ch.  170  to  resident  holders. 

(3)  Maryland  Laws,  1847,  ch.  266,  See  9. 


Income  Taxes, 

A  tajc  upon  incomes  other  than  those  derived  from  the 
ownership  of  property  naturally  suggested  itself  as  a  ne- 
cessary complement  to  a  general  property  tax.   The  only 
Maryland  precedent  for  such  a  tax  v/as  the  shortlived  and 
unsuccessful  levy  of  an  income  tax  during  the  Revolution, 

The  law  as  now  passed  was  comprehensive  but  not  very  burden 

(1) 
some.   It  provided  for  a  tax  of  2,  l/2  %   upon  all  salaries 

and  emoluriients,  whether  of  private  or  public  office,  and 
upon  all  incomes  arising  from  a  profession  or  otner  employ- 
ment. Exemption  v/as  made  of  the  salaries  of  judges  and  of 

(2) 
clergymen,  and  of  all  incomes  of  less  than  $500   annual 

value. 

As  far  as  possible  the  tax  on  income  was  to  be  col- 
lected at  the  source  where  the  income  had  its  rise.   In  the 
case  of  public  salaries  this  could  be  easily  done  by  the 
direction  that  the  Treasurer  should  retain  the  airioimt  of 
the  tax  out  of  each  salary  paid  by  him,  and  to  give  a  re- 
ceipt therefor  which  the  regiilar  collector  would  accept  in 
settlement.   Corporations,  firms  and  individuals  v/ith  sal- 
aried employes  were  similarly  required  to  withhold  the 

(1)  Md,  Laws,  1841  (December)  ch,  ^25. 

(2)  Reduced  by  Act  1843,  ch,  307  to  $300. 


amoimt  of  the  tax  and  i^ay  it  directly  to  the  state  treas- 
ury.  In  those  forms  of  income  vhere  tiiis  procedure  v/as  not 
possible,  the  sv/orn  statement  of  a  person  as  to  the  aniount 
of  his  income  v/as  to  be  accepted  by  the  assessor  as  final. 
The  provision  for  assessment,  when  no  personal  statement 
was  returned,  as  well  as  the  provisions  for  levy,  collec- 
tion, and  appeal  were  similar  to  those  made  in  the  act  for 
the  taxing  of  real  and  personal  property,  v..ncL   led  to  sim- 
ilar difficulties  in  operation. 

By  later  acts  particiilar  fonris  of  income  v/ere  sub- 
jected to  special  treatment,  either  because  they  had  not 
been  included  in  the  general  incorrie  law  of  1S42,  or  because 
it  was  desired  to  increase  the  rate  of  the  tax  v/ith  regard 
to  them.   Pour  classes  of  incomes  were  thus  selected: 

Ground  Rents.   Instead  of  the  usual  rate  of  2  l/2  X  ground- 
rents  were  directed  to  be  taxed  at  a  rate  equivalent  to 

what  v/ould  be  the  tax  on  the  principal  of  v/hich  the  rent 

(1) 
v/as  the  annuity.   Thus  the  rate  on  a  6X  groimd  rent  woiild 

be  4  l/6  X*   This  was  simply  an  application  of  the  property 

tax  to  groimd  rents,  but  this  method  of  rating  was  speedily 

displaced,  and  thereafter  such  rents  were  taxed  as  other 

(1)   Maryland  Laws,  1S41  (December)  ch,  529, 

I 


income    ,   but  v/ithout   the   exemption  privilege  allov/ed  other 

(1) 
incomes  of  less  than  $300,   Later  the  lav;  taxing  ground 

rents  was  declared  unconstitutional  by  the  Court  of  AppealSj 

(2) 
and  the  taxes  paid  thereunder  were  refunded. 


Collateral  Inheritance.    By  an  act  of  1845  the  income  of 
property  passing  to  collateral  heirs  was  treated  in  a  man- 
ner similar  to  tliat  provided  for  the  more  usual  fonris  of 
income  by  the  act  of  1842,   All  estates  passing  by  inher- 
itance to  other  than  parents,  wife,  husband  or  lineal  de- 
scendants, by  v/ill  or  under  the  intestate  lav/s,  or  by  trans- 
fer to  take  effect  in  possession  after  the  death  of  the 
grantor,  v/ere  made  subject  to  the  2   l/2  X  tax.  Estates  of 
less  than  $500  were  exempt.   Every  executor  and  adiriinistra- 
tor  was  required  to  pay  the  above  tax  to  the  register  of 
wills  of  his  county  v;ithin  thirteen  months  of  the  taking 
out  of  letters.   Property  might  be  sold  for  the  purpose,  if 

necessary,  and  the  tax  was  a  lien  upon  all  real  estate  sub- 

(3) 
ject  thereto. 

Tax  on  Officers*  Tees,   The  income  tax  bore  unequally  upon 

the  incomes  of  public  officials.   Those  who  were  paid  fixed 

salaries  suffered,  while  those  whose  remuneration  v/as  in 

the  form  of  fees  escaped  entirely,  A  simple  percentage  tax 

(1)  Md,  Laws,  1842,  ch,  294.   Repealed,  1844,  ch.  251. 

(2)  Idem,,  1847,  Resolution  27, 

(3)  Idem.,  1844,  ch.  237, 1845, ch. 302,  and  1847,  ch.  222. 


upon  the  aiuount  of  fees  received  in  an  office  was  unwork- 
able as  had  been  demonstrated  in  the  attempt  made  to  levy 

(1) 
such  a  tax  in  1824,   A  law  was  nov/  passed  wnich  endeavored 

to  avoid  this  difficulty  by  impossing  specific  taxes  upon 
the  more  important  of  the  fee  offices.   The  officials  se- 
lected for  tiie  tajc  were  the  clerks  of  the  Court  of  Appeals, 
the  clerks  of  tne  several  county  courts  and  Baltimore  City 
court,  the  register  in  chancery,  and  the  registers  of  wills 
in  the  various  counties;  and  the  ainount  of  the  tax  v/as 
roughly  apportioned  to  the  supposed  lucrativeness  of  each 
office.   The  lowest  payment  required  v/as  $10  -  from  the 

clerk  of  the  Court  of  Appeals  of  the  Eastern  Shore  -  and 

(2) 
the  highest  was  $1500  -  from  the  clerks  of  the  Baltiniore 

County  Court.   The  size  of  this  lat-ter  payirient  indicates 

how  productive  many  of  these  fee  offices  were. 

Tax  on  the  Coirimissions  of  Executors,  etc.    In  every  case 
of  the  granting  of  letters  of  adndnistration,  after  June  1, 
1845,  the  coirnTiission  allowed  by  the  Orphans  Court  to  the 

adniinistrator  or  executor  v/as  made  subject  to  a  tax  of  ICf 

(3) 
upon  the  commissions  so  allowed.   The  court  was  to  deter- 
mine the  arriount  of  the  comrriission  y/ithin  twelve  months  of 
the  granting  of  the  letters,  and  the  tax  was  to  be  then 
fixed  and  paid  within  sixty  days  of  the  return  of  the  in- 

(1)   Md.  Lav/s,  1844,  ch,  302.     (2)  Idem,,  1846,  ch.  253, 
(3)   Md,  Laws,  1844,  ch,  1S4. 

t  i^O 


(1) 

ventory.   When  a  legacy  was  left  to  an  adiidnistrator  or 

executor  by  v/ay  of  corapensation  and  in  lieu  of  rAs   demanding 

a  corriirtission,  such  legacy  v/as  to  be  regarded  as  a  cotiiriis- 

(2) 
sion  and  be  taxed  accordingly. 

A  precisely  similar  tax  of  10  X  was  levied  upon  the 
corrirriissions  allov;ed  to  trustees  and  receivers.   Every  trust- 
ee and  receiver  v/as  required  to  render  an  account  of  his 
trust  estate  within  six  months  of  the  filing  of  his  bond; 
thereupon  the  coirmiission  was  to  be  determined  and  the  tax 
paid  v/ithin  thirty  days.   The  x-eceipt  given  for  this  pay- 
ment v;as  to  be  accepted  by  the  collector  of  the  income  tax 

as  a  credit  for  so  much  of  the  regular  income  tax  bill 

(3) 
rendered  by  iiim  to  such  receiver  or  trustee. 


License  Taxes, 
The  field  of  the  license  tax  was  already  so  fully  oc- 
cupied that  there  was  little  room  for  a  further  extension 
of  this  principal.   Little  alteration  was  made  in  the  form 
of  the  existing  license  laws,  the  only  important  change  be- 
ing the  exaction  of  a  special  license  tax  of  $50  from  those 

selling  iiierchandize  in  Baltimore  City  who  v;ere  not  resident 

(4 
citizens  of  the  state,  nor  established  in  business  therein, 

(1)   Md.  Laws,  1S45,  ch,391,       (2)   Idem.,  1847,  ch.230. 

(3)  Idem,,  1S44,  ch.  187  and  1845,  ch.  166. 

(4)  Idem.,  1845,  ch,  216.   The  charge  was  originally  ^ZOq, 
but  this  was  reduced  in  the  following  year  to  ^50, (1846, ch. 


Three  new  fonns  of  licenses,  liowever,  were  introduced,  al- 
though none  of  them  were  of  much  fiscal  importance. 

Brokers  ,   By  the  act  of  1842  stock  brokers  were  required 
to  obtain  from  the  clerk  of  the  county  court  annual  li- 
censer, costing  $1000,  and  exchange  and  bill  brokers  were 

(1) 
charge!  at  an  even  higher  rate,  ^3000  each.    The  result 

v/as  that  no  applications  were  made  and  the  rates  had  to  be 

(2) 
greatly  modified.   These  v/ere  nov/  fixed:  for  stockbrokers, 

(3) 
$75,  exchange  brokers  ^lC0,bill  brokers,  ^.50. 

foreign  Insurance  Companie3»  Agents  of  foreign  insurance 
companies  -  i.e.,  those  not  incorporated  by  the  state  - 
were  subjected  to  an  annual  license  tax  of  $10o,  and  for 

each  company  represented  the  agent  had  to  take  out  a  sep- 

(4) 
arate  license.    The  treasurer  was  to  publish  in  the  newspa- 
pers annually  a  list  of  licensed  agents  with  the  naiTies  of 
the  companies  they  represented.   This  new  enactment  did  not 
do  av/ay  with  the  fonrier  tax  on  the  premiums  received  by 
such  agents,  this  latter  tax  being  increased  from  ^2   to  $3 
per  $100  of  premiums  so  received. 

249.)   The  follov/ing  were  exempt:  sellers  of  agricultural 
and  home  nianiifactured  products,  and  manufacturers  of  leath- 
er, iron  and  tobacco,  1847,  ch,  231. 

(1)  Md,  Laws,  1841  (Dec.)  ch.  282.    (2)   Governor's  Mes- 
sage, 1842.     (3)   Md.  Laws,  1842,  ch.257,     (4)  Md.  Laws 
1845,  ch,  167;  1846,  ch.  357. 


Public  ExhibitionSt  etc.   Theatricals,  circuses,  and  other 

exhibitions  of  this  kind,  were  customarily  licensed  by  the 

local  authorities  in  whose  jurisdiction  they  claimed  to  be. 

The  tax  nov/  imposed  was  additional  to  such  local  license. 

The  charge  varied  with  the  character  of  the  exhibition,  and 

was  higher  for  Baltirriore  City,   Scientific  lectures  , 

(1) 
entertainments  for  charitable  purposes,  etc.   v/ere  exempt. 

Stamp  Tax. 
(2) 
The  stamp  tax  of  1845   was  the  most  bitterly  de- 
(3) 
nounced   of  all  the  taxes  imposed  during  this  period.  But, 

as  such  a  tax  was  exceedingly  productive,  easy  to  collect, 

and,  as,  moreover,  its  chief  burden  fell  upon  the  corruner- 

cial  interests  of  Baltimore  City  and  not  upon  the  rural 

districts,  it  was  continued  in  force  for  several  years. 

The  form  of  the  law  v/as  simple.   It  required  that  specially 

staiTiped  paper,  prepared  by  the  government,  and  for  which  a 

charge  was  rriade,  should  be  used  in  drawing  up  any  of  the 

following  instruments  of  v/riting:  bonds,  obligations  or 

promissory  notes  above  $100  in  value,  not  issued  by  a  bank, 

and  bills  of  exchange  or  other  evidences  of  debt  above  |?100 

by  whomsoever  issued.   By  a  supplement  of  the  following 

(1)  Md.  Laws,  1S41  (Dec,  ch,194;  1845,  ch.  374, 

(2)  Md.  Laws,  1844,  ch.  280,    (3)   Governor's  Message, 
1845,. 


year  this  requirement  v/as  extended  to  mortgages  of  over 

$100  and  deeds  and  bills  of  sale  when  the  amount  exceeded 

(1) 

$200,    The  amount  of  the  charge  for  the  stairip  varied  from 

10/  to  $6  according  to  the  expressed  face  value  of  the  in- 

struirient.   Another  act  of  1846,  made  similar  provision  for 

the  payment  of  a  staiap  duty  upon  all  lottery  tickets  sold 

within  the  state;  the  iriaximum  charge  for  the  stamp  upon 

(2) 
lottery  tickets  was  20  cents. 

Other  Taxes 
Officers*  Corrimissions,   Beginning  in  1844  specific  taxes 
were  laid  upon  all  coirunissions  issued  to  elected  or  ap- 
pointed officials,  v/hose  offices  were  derived  from  the  state. 
All  conmriissions  were  thereafter  forwarded  to  the  clerks  of 

the  counties,  who  delivered  them  to  the  appointees,  and  at 

(3) 
the  time  of  delivery  collected  the  tax  thereon.   The 

airiount  of  the  tax  varied  from  $1  for  minor  officials  to 

(4) 
$300  for  the  sheriff  of  Baltimore  City. 

Policies  of  Insurance.   All  companies  or  individuals  au- 
thorized to  make  insurance,  fire,  life,  or  marine,  v/ere  re- 
quired to  pay  $1  for  each  policy  written  by  them,  "^ayrrient 
was  to  be  made  directly  to  the  Treasurer  of  the  state,  and 
the  $1  tax  could  be  commuted  into  a  semi-annual  payir»ent  of 

(1)  Md,  Laws,  1845  ch.  193,(1846,  ch,  61;  1847,  ch,262) 

(2)  Md.  Laws,  1845,. ch. 92.   (3)  Idem.  1843, ch. 284, (1844  ch 
260  5   f4)   Idem.  .1847.  ch.  54.  ,.,„ 


$500.   failure  to  accept  the  act  on  the  part  of  any  company 

or  individual  was  to  be  penalized  by  requiring  its  policies 

(1) 
thereafter  to  be  printed  upon  stamped  paper. 

Protests.   By  an  act  of  1S42  the  fee  allov/ed  the  notaries 

public  for  protesting  notes,  drafts,  bills  of  exchange  and 

checks,  was  doubled  and  the  excess  over  the  fonner  fee  v/as 

(2) 
thereafter  paid  into  the  state  treasury. 


DI5TICULTIES  0?  COLLECTION, 

The  act  of  1841  entrusted  the  levy  and  collection  of 
the  property  tax  entirely  to  the  local  authorities  -  i.e., 

the  Conirnissioners  or  Levy  Courts  of  the  counties  and  the 

(3) 
mayor  and  council  of  Baltimore  City,   These  bodies  were  di- 
rected to  levy  annually  upon  the  assessible  property  within 
their  jurisdictions  the  specified  state  tax,  and  to  appoint 
the  necessary  officials  for  its  collection.   The  only  lim- 
'itations  were  that  such  collectors  should  bond  to  the  state 
^for  the  prompt  collecting  of  the  tax,  and  that  each  member 
of  the  respective  local  bodies  should  be  individually  li- 
able to  the  state  for  the  perf orrriance  of   his  required  du- 

(1)   Md. Laws, 1845, ch. 366,    (2)  Md.Laws,1841,ch,28;1844,ch. 
196,    (3)  Collectors  v/ere  named  in  the  act  for  Prince  George 
county, Anne  Arundell  co,  and  Howard  District, but  vacancies 
were  to  be'  filled  by  the  Levy  Ct.  or  Commissionerjof  county. 


ties.   At  an  earlier  period  this  policy  of  transacting 
state  business  through  the  local  bodies  presented  no  diffi- 
culty, the  members  of  such  bodies  being  appointed  by  the 

(1) 
State  Executive  and  responsible  thereto.   In  1827,   howev- 
er, the  growing  desire  for  ci*eater  local  autonomy  caused 
the  substitution  of  ti.n  elected  for  an  appointed  governnrient- 
al  body  in  Baltimore  County.   This  body  was  known  as  the 
Corrimis  si  oners  ox  the  County,  and  v/as  vested  with  all  the 
powers  formerly  exercised  by  the  Levy  Court  and  the  Comnrds- 
sioners  of  the  Tax,   By  1842  this  method  of  local  adminis- 
tration had  been  extended  to  fifteen  counties,  and  in  four 
others  the  old  levy  courts,  although  retained  in  name,  were 
made  elective.   The  result  of  this  change  v/as  that  the  lo- 
cal authorities  became  more  heedful  of  local  opinion  and 
less  responsive  to  unpopular  directions  from  the  central 
governirient.  During  the  period  now  being  considered  this 
was  a  natter  of  importance.   The  action  of  the  Legislature 
in  levying  a  direct  tax,  although  assented  to  in  theory  by 
probably  a  uiajority  of  the  people,  was  nov/here  popular  in 
practice,  and  in  some  sections  was  opposed  most  bitterly. 

The  assessnient  of  property  hciving  proceeded  more 
slowly  than  anticipated,  the  time  for  the  payment  of  the 
(1)  Maryland  Laws,  1826,  ch.  27, 


(1) 

tax  of  1841  had  to  be  extended  till  March  1,  1843,   Even 

with   this  extension,    however,    the    result   of    the  first 

year's   levy,    as    indeed   those   of   1842  and   1843  also,   was 

very  disappointing.      In  some   counties   the   tax  was  not   even 

levied;  in  others  the  levy  v/as  made^but  either  no  collec- 

(3) 
tors  were  appointed  or  those  appointed  refused  to  serve; 

in  few  v/as  the  collection  of  the  tax  enforced  v/ith  any 
spirit.   In  face  of  this  emergency  the  Legislatui*e  v;as  ir- 
resolute.  Stringent  penalties  were  ordained  against  neg- 

(2) 
ligent  officials,   but  in  the  infrequent  cases  of  actual 

prosecution  the  local  courts  and  juries  hesitated  to  con- 
demn.  The  Legislature  itself  showed  the  utmost  leniency 
in  holding  such  officials  to  account.   An  effort  was  made 
to  insure   the  collection  of  the  tax  by  enacting  that  the 

state  tax  should  be  combined  for  purposes  of  collection 

(2) 
v/ith  the  local  taxes.   The  result  was  simply  that  in  the 

(4) 
delinquent  counties  no  taxes  at  all  were  levied. 

It   is  difficult   to  estimate   just  hov;  v/idespread  v/as 

the  anti-tax  sentiment.      Somerset,  Worcester  and  Calvert 

coionties  v/ere    the  most  flagrant  offenders,      From  these  no 

returns  whatever  were  made  for  some   three  years.     Elsewhere 

the   opposition  was  more  scattered,    and   usually  contented 

(1)  Md.    Laws,    1841,    ch.    116, 

(2)  Idem,    1842,    ch,    269. 

(3)  Nilea'   Register,   May  4,    1844. 

(4)  Governor's  Message,    1843. 

/  1/:. 


itself  with  obstructive  irieasures,  such  as  intimidating  the 

(1) 
collectors.   But  the  failure  of  some  counties  to  pay  their 

portions  of  the  tax  disheartened  others,  and  made  its  en- 
forcement in  other  counties  seem  unjust.   The  anti-tax  ad- 
vocates gained  heart.   Public  meetings  were  held,  where 
resolutions  were  passed,  in  v/hich  it  v/as  declared  that  as 
the  arrears  of  interest  v/ere  accurriulating  with  such  hope- 
less rapidity,  and  as  the  tax  was  of  great  oppression  to 

the  people,  the  effort  to  pay  off  the  state  debt  by  such  a 

(2) 
method  should  be  abandoned.   Open  repudiation  was  somev/hat 

disguised  in  the  plan  offered  for  distributing  the  state's 

interests  in  internal  improvement  companies  among  the  hold- 

(3) 
ers  of  the  state  bonds  in  settlement  of  their  claims.    In 

some  sections  the  matter  v;as  made  a  political  issue  and 

(4) 
anti-tax  candidates  v/ere  put  forward.   But,  notv/ithstand- 

ing  these  expressions  of  disapproval,  it  v/ould  appear  that 
the  majority  of  the  people  v/ere  willing  to  !uake  reasonable 
sacrifice  for  iTiaintaining  the  state's  credit.   The  Legisla- 
ture at  no  time  gave  official  sanction  to  any  other  view. 
The  gravest  error  of  all  v/as  that  the  taxes  as  first  levied 
were  too  small.  Even  if  collected  in  full  the  total  pro- 
ceeds would  be  insufficient  to  meet  the  demands  upon  the 

(1)  Niles*  Register,  Jan,  18,  1845. 

(2)  Idem,,  July  17,  1843;  Peb.  3,  1844. 

(3)  Idem,,,  March  16,  1844, 

(4)  Idem,,  August  26,  1843, 

/  V7 


treasury.  Confidence  could  not  be  restored  until  the  ad- 
dition of  new  taxes  rendered  it  at  least  possible  for  the 
budget  to  balance. 

Not  until  the  spring  of  1844  did  the  legislature  as- 

(1) 
sume  an  aggressive  policy.   Then  a  law   was  passed  provid- 
ing, first,  that  in  case  the  authorities  of  any  county  or 
of  Baltimore  city  should  neglect  to  levy  the  state  tax  with- 
in the  specified  time  the  governor  should  appoint  a  tax 
board  of  three  members  to  perfonn  this  duty;  secondly,  that 
where  a  levy  had  been  made  but  no  collectors  had  been  ap- 
pointed, the  governor  should  appoint  collectors  from  the 
residents  of  the  county  or  city  in  qi*?stion;  and,  finally, 
that,  if  collectors  were  not  appointed  either  by  the  local 
authorities  or  by  the  governor,  the  treasurer  should  ap- 
point special  agents  with  authority  to  receive  money  due  on 
taxes*   Payirient  to  the  agents  was  voluntary,  but  persons  so 
doing  v/ould  escape  the  interest  charged  upon  those  in  ar- 
rears.  The  authority  given  the  governor  to  appoint  collect^ 

ors  in  delinquent  counties  was  without  effect;  he  was  un- 

(2) 
able  to  find  persons  v/illing  to  bear  the  odium.   This  was 

remedied  at  the  next  session  by  providing  that  such  col- 
li)  Md.  Laws,  1843,  ch.  208. 
(2)   Governor's  Message,  1844. 


lectors  could  be  chosen  from  persons  resident  outside  the 

(1) 
counties  in  vvhich  they  v/ere  to  sex^e,  but  this  provision, 

also,  v/as  rendered  ineffectual  by  the  failure  to  give  the 

(4) 
governor  authority  to  compensate  such  collectors.    There* 

upon,  the  treasurer  appointed  agents,  and  these  met  v/ith 

(5) 
considerable  success.   Swifter  punishment  v/as  provided  for 

those  who  should  offer  violence  to  a  collector.   Any  person 

having  a  claim  against  the  state  had  the  amount  of  his  tax- 

(2) 
es  deducted  therefrom;   property  subject  to  the  tax  v/as 

made  more  irrimediately  dis trainable,  and  the  attorney  gen- 
eral v/as  authorized  to  buy  in  such  property  v/hen  this 

(3) 
should  be  necessary  to  protect  the  state's  interest. 

The  actual  content  of  the  new  legislation  v;as  less 

important  than  the  resolute  disposition  shown  in  its  pas- 
el 
sage.   This, together  v/ith  Governor  Pratt's  election  in  the 

fall  of  1844,  v/as  decisive.   Opposition  died  down  and  by 
1846  the  several  laws  were  in  effective  operation. 

The  difficulty  of  collection  v/as  not  confined  to  the 
property  tax;  it  extended  to  all  those  taxes  v/hose  collec- 
tion depended  upon  the  activity  of  county  officials.   The 

(1)  Md.  Laws,  1844,  ch,  236;  1845,  ch.  203, 

(2)  Idem.,  1845.  ch.  145    (3)   Idem,,  1845,  ch,  196, 

(4)  Governor's  Message,    1845, 

(5)  Niles'    Register,    1845,   Feb,    8, 

(6)  Niles'    Register,    1845,   June   14.      Governor's  Message, 
1845, 


specific  tax  on  v/atches  and   silver  plate  produced  a3:TiOst 

nothing.   The  income  tax,  except  in  those  cases  v/here  the 

tax  could  be  collected  at  the  source,  was  similarly  unpro- 

(1)  (2) 

ductive,    and  in  1348   v/as  entirely  repealed.   It  had 

been  estimated  that  the  nev/  taxes  iirtposed  between  1841  and 

1844,  in  supplement  to  the  property  tax,  v/ould  produce 

$600  000  during  those  three  years.   Instead  of  this  the  ac- 

(3) 
tual  product  was  barely  $15,000,    The  stairip  tax,  next  to 

the  property  tax,  became  the  largest  revenue  producer. 


THE  PINAl^CES  DURING  THE  PEROOD  0?  SUSPENSION  -  (1841-1848  ) 

In  laying  the  property  tax  in  1841  the  natural  but 
serious  mistake  was  rric^de  of  overestimating  the  amount  of 
assessible  property  within  the  state.   No  general  assess- 
ment had  been  made  for  a  half  century;  the  various  local 
assessments  v/ere  notoriously  untrustworthy.   Thus  an  esti- 
mate of  the  product  of  a  nev/  assessment*  was  little  more 
than  guessv/ork.   The  legislature  "guessed*  $300,000,000  - 
$100,000,000  each  for  real  estate,  improvements  thereon, 
and  personal  property  -  and  upon  this  basis  the  rate  was 

(1)   Treasurer's  Report,  1846,   Proceedings  of  House  of 
Delegates,  1844,  p,  191.     (2)   Md,  Laws,  1847,  ch,  252, 
(3)   Governor's  Message,  1844, 


fixed  at  one -fifth  of  1  %,      The  product  of  this  rate, 

$600  000,  would,  if  fully  collected,  just  about  meet  the 

annual  deficit  due  to  the  interest  on  the  public  debt.   The 

actual  returns  of  the  assessors,  however,  listed  the  tax- 
ID 
able  property  at  only  $196,763,850,    and  from  this  airiount 

considerable  abatements  were  made  by  the  Levy  Courts,  tlie 
CoiTimis  si  oners  of  the  ccinties,  and  the  Appeal  Tax  Court  of 
Baltimore  City, under  the  authority  given  them  to  revise  the 
assessors'  returns.   The  assessment  of  Baltimore  City  as 
first  made  was  so  unsatisfactory  that  a  new  assessment  was 
ordered  for  that  city.   This  added  $23,000,000  to  the  tax- 
able basis;  but,  notvfithstanding  this,  no  attempt  was  made 

to  reassess  property  in  the  counties.   The  taxing  of  pri- 

(2) 
vate  debts  v/as  generally  evaded  by  liquidation,   sufficient )j^ 

long  at  least  to  have  the  debts  stricken  from  the  assess- 
ment books.   The  banks  v/hose  charter  had  been  extended  by 
the  acts  of  1821  and  1835  claimed  to  be  exempt  from  the  ne 
law;  that  the  payment  of  the  20/ tax  upon  capital  stock  and 
the  further  payment  of  the  "bonuses"  were  understood  to 
have  absolved  them  from  other  taxation.   The  court  of  Ap- 
peals decided  that  such  v/as  the  case  v/ith  the  banks  rechar- 

(1)  Governor's  Message,  1843.  By  December  ,  1S43,  the  to- 
tal assessment  liad  been  reduced  to  less  ohan  $180  000  000. 

(2)  Treasurer's  Report,  1843. 


tered  by  the  -act  of  1821,  that  the  v/ording  of  that  act  gave 

them  ccxiiplete  exemption  from  further  taxation  during  the 

continuance  of  their  charter,  v/hich  v/ould  expire  in  1846, 

But  the  court  held  that  the  language  of  the  act  of  1835  did 

not  extend  this  privilege  to  the  banis  rechartered  there- 
ID 
under. 

The  rate  of  the  property  tax  v/as  increased  in  1842 

from  one-fifth  to  one-fourth  of  one  per  cent,,  but,  because 

of  the  difficulty  of  collecting  even  such  a  moderate  rate 

as  this,  no  further  increase  v/as  attempted.   The  easier 

course  was  followed  of  imposing  other  kinds  of  taxes  -  the 

income  tax,  the  stamp  tax,  etc,  as  already  described. 

Collection  of  the  taxes  v/as  somewhat  accelerated  after 

1843  by  the  system,  not  altogether  creditable  to  the 

state's  honor,  of  allov/ing  the  coupons  upon  the  state  bonds 

and  certificates  of  interest  to  be  received  in  payrrier.t  of 

(2) 
the  property  and  income  taxes.   At  first  this  privilege 

was  restricted  to  the  use  of  such  coupons  and  certificates 
only  as  v/ere  payable  in  the  year  in  v/hich  they  were  offer- 
ed; but  later  the  privilege  was  na-de   general.   As  these 
coupons  and  certificates  v/ere  selling  at  a  discount  in  the 

(1)  Governor's  Message,  1848, 

(2)  Md,  Laws,  1842,  ch,  189. 


market,  the  permission  to  use  them  in  payirient  of  taxes  was 

availed  of  quite  generally.   Out  of  the  $523,000  received 

in  1846  from  the   property  and  income   taxes  all  but  $50,00C 

was   in  the  fonris    of   coupons.      The   coupons  of   interest   upon 

the   state  bonds  held  by  the   treasurer  to   the   credit  of  the 

(1) 
sinking  fund  were   treated   in  the    same  irianner.        They  were 

sold  by  the    treasurer  for  v/hfxt   they  would  bring   in  the   open 

iriarket  and   the  proceeds   invested  for   the   benefit  of   that 

fund. 

Huirierous  plans  v/ere  devised  for  the    relief   of   the   s 

state's  financial  embarrassment.      It  was   urged  by  one  party 

that  the   National  Governrrient  should  assume   the   debts   of   the 

(2) 
individual  states.        A  joint   resolution  of   the  houses   de- 

rrtanded  that  the  United  States  should  fulfil  the  promise  of 
the  Surplus  Revenue  Distribution  Act  of  1937,  v/hich  had 
been  repealed  before  the  fourth  instalnnent  had  been  depos- 
ited v;ith  the  stated.  The  diversion  of  the  school  fund  and 
of  the  sinking  fund  to  the  purpose  of  interest  pa:/inent  v/as 
urged  but  v/as  never  acted  upon.  More  successful  were  the 
efforts  made  to  reduce  the  ordinary  expenses  of  the  state. 
The   separate  staff   of   officials  previously  allowed  the 

(1)      Md.   Laws,    1843,   Resolution  20. 

(2)Md.   Laws,    1844.      Resolution  17.      Public  Document  K.1843. 

Governor's  Messages,    1840,    1842  and  1843. 


Eastern  Shore  was  almost  entirely  abolished,-  including  the 

Treasurer  of  the  Eastern  Shore,-  and  the  performance  of 

their  duties  transferred  to  the  corresponding  Western  Shore 

officials.   Other  minor  offices  were  abolished,  and  the 

salaries  of  some  important  ones  reduced,-  the  governor's 

(1) 
to  $2000,  the  secretary's  of  state  to  $1000  and  the  chan- 

(2) 
cellor's  to  $3000,   Most  important  of  all  the  retrenchirient 

measures  was  the  substitution  of  biennial  for  annual  ses- 

(3) 
sions  of  the  legislg,ture. 

In  1843  an  act  v/as  passed  authorizing  the  sale  of 

the  more  important  of  the  state's  investments  in  internal 

improvement  companies,  and  directing  the  treasurer  to  ad- 

(4) 
vertise  in  foreign  and  domestic  papers  for  proposals.   The 

minimurri  tenris  which  he  was  authorized  to  accept  for  the  sev- 
eral investments  were  as  follows: 

The  Chesapeake  and  Ohio  Canal,  4?5,000,000 
The  Baltimore  and  Ohio  Railroad  4,200,000 
The  Susquehanna  and  Tidewater 

Canal  -  1,000,000 

The  Baltimore  and  Susquehanna  Rail- 
road -  1,500,000 

(1)   Md,  Laws,  1845,  ch.  23.    (2)  Md,  Laws, 1846, Re 3,19. 

(3)  Idem.,  1845,  ch,  269,  Confirmed,  1846,  ch,  306, 

(4)  Md.  Lav/s,  1842,  ch,  301, 


Payirient  was  to  be  niade  in  state  stock  bearing  not  less  than 

5X  interest.   Advertisement  was  duly  made  but  without  re- 

(1) 
siilt.   The  only  offer  received  v/as  for  the  state's  inter- 
est in  the  Tidev;ater  Canal  Company,  and  even  then  no  sale 

(2) 
was  effected. 

Although  it  was  no  longer  possible  for  the  state  to 
assist  the  several  railroads  and  canals  in  v/hich  it  v/as  in- 
terested, their  success  was  still  regarded  as  the  ultimate 
means  of  saving  the  state's  credit.   For  a  time,  hov/ever, 
all  of  those  undertakings  languished.   The  Baltimore  and 
Ohio  Railroad  was  of  least  burden  to  the  state.   The 
$3,000,000  worth  of  state  bonds  loaned  that  road  under  the 
acts  of  1836  and  1839  v/ere  still  in  the  hands  of  the  com- 
pany, and  v/ere  not  disposed  of  until  1850-51,   In  the  mean- 
time the  interest  thereon  did  not  have  to  be  met;  and  the 
occasional  dividends  declared  by  the  company  together  with 
the  tax  on  the  Washington  Branch  compensated  the  treasury 
for  the  interest  on  the  Baltimore  and  Ohio  stock  held  by 
the  state.   In  1842  the  road  reached  Cuiriberland,  but  it  v/as 
not  until  six  years  later  that  active  work  upon  the  western 
extension  was  begvin, 
4i4  - -M4t -LawK^  =^-^  184aT-> -ekr -8©1 . 

(1)  Governor's  Message,  1841. 

(2)  Treasurer's  Report   1S43, 
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By  the  middle  of  1846  the  receipts  from  the  new 
taxes  had  so  increased  that  the  revenues  of  the  treasury- 
exceeded  all  the  necessary  expenditures  for  that  year,  with 
the  exception  of  the  sum  due  for  interest  arrears.   The 

gradual  improvement  in  the  financial  condition  of  the  state 

(1) 
from  1841  to  1848  is  shovm  in  the  following  table: 


Total        Receipts.  Paid  on     Arrears  of  inter- 

Heceipts.    Prom       account  est  at  close 

Property    of  inter-  of  year. 
Tax.*      est. 

254  353        49  506  859  656 

367  233       273  376  1,171  873 

376  333      395  060  1  450  962 

507  781       710  785  1  376  891 

523  049      732  290  1  300  023 

769  821      926  667  969  000 

548  019      751  166  854  003 

•   This  also  includes  the  receipts  from  the  income  tax  and 

the  tax  on  officers'  fees,  the  three  not  being  separated 

in  the  treasurer's  reports. 


1842 

542 

910 

1843 

680 

429 

1844 

743 

480 

1845 

966 

589 

1846 

917 

888 

1847 

1 

374 

904 

1848 

1 

,000 

572 

(1)   Scharf,  History  of  Maryland,  vol.  III.,  pp.  215-216, 
given  a  similar  table. 


The  Chesapeake  and  Ohio  Canal  Company  made  no  prog- 

ressat  all  between  1840  and  1844.  At  the  March  session, 

(1) 
1841,    the  Legislature  had  authorized  another  loan  of 

$2,000  000  to  complete  the  Canal  to  Cuir»berls,nd,  but  upon 

(2) 
such  conditions  that  the  company  v/as  unable  to  comply. 

Even  if  the  conditions  had  been  fulfilled  it  v/ould  have 

been  impossible  to  have  negotiated  a  sale  of  state  bonds- 

In  1845  the  final  step  v/as  taken.   The  Legislature  agreed 

to  postpone  the  state's  liens  upon  the  canal  in  favor  of 

(3) 
a  loan  by  the  company  itself  and  by  this  means  the  canal 

was  corrrpleted  to  Cuiriberland  in  1850, 

The  Baltimore  smd   Sxisquehanna  Railroad  and  the  Tide- 
water Canal,  bidding  as  they  did  for  the  trade  of  the  Scune 

(4) 
region,  developed  an  intense  rivalry,   much  as  the  Balti- 
more and  Ohio  Railroad  and  the  Chesapeake  and  Ohio  canals 
had  previously  done.   Largely  because  of  this  neither  com- 
pany earned  sufficient  profits  to  enable  it  to  meet  with 
regularity  the  interest  upon  the  loans  from  the  state. 
Their  interest  arrears  became  formidable,  and  provision  v;as 
made  by  the  legislature  for  funding  these  arrears  into  nev/ 
bonds, 

(1)  Md.  Laws,  1841  (March)  ch.  30.   Repealed  1844,  ch.299. 

(2)  Treasurer's  Report,  1841. 
(31  Md,  Lav/s,  1844,  ch,  281, 
(4)  Governor's  Message,  1846. 


Pull  resurription  of  interest  pay-ment  could  probably 
have  been  effected  as  early  as  1846  but  the  legislature 
v;aited  until  the  success  of  restmription  v/as  assured  beyond 
all  risk  of  a  second  suspension  before  authorizing  this 

step.   In  the  spring  of  1847  the  necessary  act  v/as  finally 

(1) 
passed.   The  Coniirdssioner   of  loans  was  directed  to  ra- 
ce ive  all  outstanding  coupons  and.  certificates  of  debt  and 
issue  therefor  are  equivalent  amount  of  new  state  bonds; 
and  the  Treasurer  was  ordered  to  resume  the  payment  of  in- 
terest upon  all  state  bonds  on  January  1,  1848.   In  case 
of  insiif  fie  lent  funds,  however,  the  interest  on  the  orig- 
inal debt  was  to  be  first  paid;  but  in  anticipation  of  cur- 
rent revenue  the  ti-easurer  was  authorized  to  borrov/  upon 
the  security  of  the  state's  holdings  of  bank  stock.   Cou- 
pons anl  certificates  of  interest  were  not  to  be  received 
in  payment  of  taxes  after  October  1,  1847,   This  provision 
had  iiriportant  results.   Tax  payers  hastened  to  avail  them- 
selves of  the  limited  penrdssion  to  pay  in  this   still  de- 
preciated mediuiTi.   As  a  consequence  the  receipts  of  coupons 

and  certificates  v/ere  so  large  that  the  arrears  of  inter- 

(2) 
est  were  reduced  to  910  000,   and  the  resumption  of  in- 
terest payment  rendered  that  much  the  easier.   Conforadng 

(1)  Md.  Lav/s,  1846,  ch.  238.  (March  8,  1847). 

(2)  Report  of  Ways  and  Means  Comirdttee,  1847  (Public  Doc- 
ument U, ) 


to   the   directions   of   the   act   the    outstanding   coupons   up   to 
Jan\iary  1,    1848,    were   duly  funded  and   upon  that   date   the 
treasurer   resunied  payirient   of    interest   upon  the  full   arriount 
of   the   state's   debt. 


TABIiES. 


Note.   The  absence  of  a  complete  accessible  file 
of  the  earlier  documents,  together  with  the  complicated  sys- 
tem of  accounting  then  used,  render  these  tables  somewhat 
incorriplete.   Thus,  the  receipts  into  the  Eastern  Shore 
treasury  are  not  classified,  but  are  simply  lumped  under 
the  "Miscellaneous  Receipts".   In  actual  amount  such  re- 
ceipts ,vere  not  important.   Furthemrjore,  it  has  been  nec- 
essary to  exclude  the  receipts  from  the  tax  on  banking  cap- 
ital, per  act  of  1814,  the  product  of  v/hich  was  transferred 
to  the  Free  School  Fund  directly  and  does  not  appear  in  the 
regular  statements  of  the  Treasurer,   In  the  same  way  the 
expenditures  for  the  Free  School  Fund  do  not  appear  in  the 
Table. 

The  English  pound,  used  in  the  public  accounts  up  to 
1813, is  equivalent  to  2  2/3  dollars.  Prior  to  1816  the 
fiscal  year  began  November  1st.;  thereafter  December  1st. 


FOLD  OUT 


FOLD  OUT 


FOLD  OUT 


Tatle  III 


FUNDED  DEBT  AND  SINKIJN^G  FUND. 


Ysar 

Funded  DeTjt 

Sinking  J 

1822 

30,000.00 

1823 

57,947,30 

1824 

57,947.30 

5,953.80 

1825 

57,947.30 

7,810.80 

1826 

57,947.30 

9,731.80 

1827 

125,947.30 

12,123.93 

1828 

180,947.30 

17,723.43 

1829 

•? 

21,594.43 

1830 

601,447.30 

25,839.43 

1831 

695,497.08 

30,001.43 

1832 

884,967.08 

34,218.18 

1833 

1,109,620.76 

51,456.13 

1834 

1,839,620.76 

55,103.63 

1835 

2,984,947.30 

452,769.61 

1836 

4,747,747.03 

726,451.28 

1837 

5,011,980.73 

810,306.63 

1838 

7,995,334.39 

963,380.15 

1839 

14,334,148.90 

1,013,372.66 

1840 

15,109,026.22 

1,076,533.88 

1841 

15,213,184.67 

1,159,438.80 

1842 

15,211,393.94 

•»      1,175,625.00 

1843 

15,204,784.98 

1,186,818.27 

1844 

? 

1,276,306.79 

1845 

15, 18  6',  784. 98 

1,411,911.54 

1846 

15, 211, 784. QP 

1,515,227.01 

1847 

15,434,706.98 

1,642,934.01 

1848 

16,143,077.43 

1,786,512.14 

1849 

15,909,981.18 

1,892,537.61 
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lapsed  b'etv/een  his  entrance  in  the  University  and  his 
appearance  as  a  candidate  for  the  final  requiryraents  for 
the  Doctor  of  Philosophy  degree. 
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